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SECTION-BY-SECTION  ANALYSIS  OF  H.R.  5710  ' 


I.  SCOPE  OF  THE  BILL 

This  bill  provides  for  a  number  of  needed  improvements  in  our  social 
insurance  system  and  in  both  the  public  welfare  and  child-health 
provisions  of  the  Social  Security  Act.  It  also  revises  the  present 
income  tax  treatment  of  the  aged. 

Title  I  of  the  bill  covers  the  old-age,  survivors,  and  disability  insur- 
ance program  and  the  health  insurance  program  under  the  Social 
Security  Act.  It  revises  and  improves  the  benefit  and  coverage 
provisions,  and  it  also  expands  the  scope  of  the  medicare  program 
while  at  the  same  time  time  makes  necessary  adjustments  in  that 
program  to  take  into  account  administrative  problems  which  have 
arisen  in  the  first  year  of  its  operation.  Consistent  with  the  poHcies 
established  by  Congress  in  the  past,  the  improvements  made  by  the 
biU  wiU  be  fully  financed  and  the  programs  will  continue  to  be  self- 
supporting  and  on  a  sound  actuarial  basis. 

Title  II  of  the  bill  deals  with  the  public  assistance  provisions  ia 
the  Social  Security  Act.  It  is  designed  to  increase  the  adequacy  of 
public  assistance  payment,  to  provide  work  incentives  through  the 
establishment  of  community  work  and  training  programs,  and  to 
improve  and  make  more  equitable  the  provision  for  medical  assistance. 
In  addition,  this  title  assists  in  the  extension  of  child-welfare  services 
and  authorizes  temporary  assistance  to  migratory  workers. 

Title  III  deals  with  the  child-health  provisions  of  the  Social  Security 
Act.  It  makes  provision  for  encouraging  early  findings  of  defects 
and  chronic  illnesses  of  children  and  for  remedying  these  defects.  It 
also  provides  a  dental  care  program  for  children  and  makes  several 
other  changes  designed  to  protect  the  health  of  children  and  mothers. 

Title  IV  contains  general  provisions  and  provides  for  the  establish- 
ment of  a  social  work  manpower  and  training  program  and  permits 
the  coordination  of  grants  made  under  Federal  statutes. 

Title  V  deals  with  the  income  tax  treatment  of  the  aged.  It  would 
eliminate  the  complex  features  of  present  law  in  this  area  and  provide 
a  simple  and  uniform  method  of  equitably  taxing  all  aged  taxpayers. 

II.  SUMMARY  OF  THE  PROVISIONS  OF  THE  BILL 
Title  I — Old-Age,  Survivors,  Disability,  and  Health  Insurance 

PART  1  benefits  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY 

INSURANCE  PROGRAM 

Section  101.  Increase  in  old-age,  survivors,  and  disability  insurance 
benefits 

This  section  provides  a  general  benefit  increase  for  current  and 
future  beneficiaries.    Benefits  are  increased  across  the  board  by  at 

1  This  material  has  been  prepared  and  furnished  by  the  Department  of  Health,  Education,  and  Welfare. 
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least  15  percent,  with  a  minimum  benefit  of  $70,  instead  of  the  present 
$44.  The  maximum  retirement  benefit  payable  under  present  law 
for  a  worker  alone  is  $168,  on  the  basis  of  average  monthly  earnings 
of  $550;  the  maximum  retirement  benefit  under  the  bill  is  $288,  on  the 
basis  of  average  monthly  earnings  of  $900.  Maximum  family  bene- 
fits payable  for  the  future  will  range  from  $105  to  $540  a  month,  com- 
pared with  the  present  range  of  $66  to  $368.  Families  already  on  the 
rolls  will  receive  at  least  15  percent  more  than  at  present. 

Section  102.  Special  minimum  primary  insurance  cost 

A  special  minimum  benefit  would  be  given  for  long-service  workers. 
It  would  be  equal  to  $4  multiplied  by  the  number  of  years  of  coverage 
up  to  25,  so  that  a  worker  with  25  years  or  more  of  coverage  will 
receive  a  benefit  of  at  least  $100  a  month. 

Section  103.  Maximum  amount  oj  a  wife^s  or  husband's  insurance  benefit 
The  section  provides  that  the  amount  of  a  ^\ife's  benefit  or  a 
husband's  benefit  shall  not  exceed  $90.    No  such  Hmitation  appears 
in  present  law. 

Section  IO4.  Increase  in  benefits  for  certain  individuals  age  72 

Under  this  section  there  would  be  an  increase  from  $35  a  month  to 
$50  a  month  the  special  amount  that  is  paid  to  certain  people  age  72 
and  over  who  have  not  worked  in  covered  employnaent  sufficiently 
long  enough  to  meet  the  regular  insured  status  requirements,  or  who 
had  no  work  covered  under  social  security.  This  special  payment  to 
couples  would  be  increased  from  $52.50  to  $75  a  month. 

Section  105.  Widovfs  benefits  to  disabled  widows  under  age  62 

This  section  provides  for  the  payment  of  a  cash  benefit  to  a  mdow 
who  is  disabled,  regardless  of  her  age.  Under  present  law,  a  ^vidow's 
benefit  is  payable  at  age  62  (or  at  age  60  on  a  reduced  basis).  In 
order  to  qualify  for  this  benefit,  the  widow  would  have  to  meet  the 
present  definition  of  disability  applicable  to  insured  workers.  In 
addition,  the  onset  of  her  disabHty  would  have  to  occur  no  later 
than  7  years  after  her  husband  died  or  after  the  termination  of  her 
entitlement  to  benefits  as  a  mother  with  dependent  children. 

Section  106.  Increase  in  amount  an  individual  is  permitted  to  earn 
without  suffering  full  deductions  from  benefits 
There  would  be  an  increase  from  $1,500  to  $1,680  in  the  amount  a 
beneficiary  could  earn  in  a  year  without  suffering  a  deduction  in  his 
social  security  benefits,  and  an  increase  from  $125  to  $140  in  the 
amount  a  beneficiary  could  earn  in  a  month  and  stiU  get  his  benefit 
for  that  month,  regardless  of  his  annual  earnings.  If  earnings  ex- 
ceeded $1,680,  $1  in  annual  benefits  would  be  withheld  for  each  $2 
of  earnings  between  $1,680  and  $2,880,  and  for  each  $1  of  earnings 
over  $2,880. 

Section  107.  Increase  of  earnings  counted  for  benefit  and  tax  purposes 

This  section  provides  for  an  increase  in  the  maximum  amount  of 
earnings  taxable  and  creditable  toward  social  secm*ity  benefits  from 
the  present  $6,600  to  $7,800  for  the  vears  1968  through  1970,  to 
$9,000  for  the  years  1971  through  1973,  and  to  $10,800  for  vears  after 
1973. 
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Section  108.  Changes  in  tax  schedules 

Under  this  section  the  tax  rate  schedule  is  revised  to  provide 
(1)  the  tax  rate  for  the  self-employed  for  1969  to  1972  would  be  6.8 
percent  (instead  of  6.6  percent):  (2)  the  employee- employer  rate 
would  be  9  percent  in  1969  to  1972  (instead  of  8.8  percent):  and  (3) 
the  employee- employer  rate  for  1973  and  thereafter  would  be  10 
percent  (instead  of  9.7  percent). 

Section  109.  Disability  insurance  trust  fund 

This  section  woidd  increase  the  percentage  of  taxable  wages  appro- 
priated to  the  disability  insurance  trust  fund  (now  at  0.70  of  1  percent) 
to  0.95  of  1  percent  and  would  increase  the  percentage  of  self-employ- 
ment income  (now  at  0.525  of  1  percent)  to  0.7125  of  1  percent. 

Section  110.  Elimination  oj  provisions  denying  benefits  to  individuals 
because  oJ  membership  in  certain  organizations 
This  would  repeal  certain  provisions  of  the  Social  Security  Amend- 
ments of  1965  and  of  the  Social  Security  Act  relating  to  members  and^ 
employees  of  certain  organizations  and  to  persons  convicted  of  certain 
specified  offenses. 

PART  2  COVERAGE  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY 

INSURANCE  PROGRAM 

Section  115.  Coverage  of  agricultural  labor 

The  annual  cash  wage  test  for  social  security  coverage  on  the  basis 
of  agricultural  labor  would  be  reduced  from  the  present  $150  to  $50. 
In  addition,  the  time  test  would  be  reduced  from  20  days  a  year  to 
10  days  a  year.  For  this  purpose,  wages  of  $50  a  year  would  result 
in  a  quarter  of  coverage  to  a  total  of  4  in  a  year  for  each  $50  of  annual 
covered  farm  wages  (instead  of  for  each  $100  as  in  present  law). 

Section  116.  Transfer  of  Federal  employment  credits 

This  section  would  permit  the  crediting  as  remuneration  for  em- 
plojTnent  for  social  security  purposes  pay  for  Federal  service  covered 
under  the  civil  service  or  Foreign  Service  retirement  system,  if  the 
worker  has  no  protection  under  either  retirement  system  at  the  time 
of  his  death,  disablement,  or  retirement.  It  would  also  provide  for  the 
transfer  from  the  civil  service  retirement  and  disability  fund  and  the 
Foreign  Service  retirement  and  disability  fund  to  the  social  security 
trust  funds  amounts  equal  to  the  proportionate  cost  of  social  security 
benefits  paid  in  each  fiscal  year  that  are  attributable  to  the  credits  for 
Federal  service,  with  interest  from  the  date  of  the  benefit  payments. 

Section  117.  Shrimpboat  fishermen  and  truck  loaders  and  unloaders 

This  would  clarify  the  employee  status  of  shrimpboat  fisherman  and 
persons  loading  and  unloading  trucks  to  the  extent  that  it  would 
designate  the  individual  who  is  to  be  considered  the  employer  of  these 
individuals.  Under  present  law  as  interpreted  by  the  courts,  there  is 
some  question  as  to  who  is  responsible  for  paying  the  employer's  share 
of  social  security  taxes  on  their  earnings,  although  it  is  clear  that  the 
services  of  these  individuals  are  covered  under  the  social  security 
system. 
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PART  3 — HEALTH  INSURANCE  BENEFITS 

Section  126.  Health  insurance  for  the  disabled 

Under  this  section  hospital  insm-ance  protection  would  be  extended 
to  social  security  disability  beneficiaries  under  age  65  (including 
insured  workers,  adults  getting  benefits  based  on  childhood  disabilities, 
and  disabled  widows)  and  qualified  railroad  retirement  annuitants. 
It  would  also  make  supplementary  medical  insurance  available  to 
these  people  on  the  same  basis  as  to  the  aged. 

Section  126.  Health  insurance  payments  to  Federal  facilities 

This  would  delete  from  present  law  the  provision  which  prohibits 
the  payments  of  medicare  benefits  on  behalf  of  individuals  who  are 
furnished  covered  services  by  a  Federal  provider  of  service. 

Section  127.  Inclusion  oj  nonrouiine  podiatrists^  services  under  the 
supplementary  medical  insurance  program 
Under  this  section  podiatrists'  services,  except  for  routine  foot  care 
which  is  excluded  whether  performed  by  a  podiatrist  or  by  a  physician, 
would  be  included  as  a  covered  service  under  the  supplementary 
medical  insurance  program.  Payment  would  be  made  for  these 
services,  subject  to  the  deductibles  and  coinsurance  applicable  to  that 
program. 

Section  128.  Increase  in  membership  of  the  National  Medical  Review 
Committee 

This  section  would  increase  membership  in  the  National  Medical 
Review  Committee  from  nine  to  16  members.  This  committee  is 
established  under  the  medicare  program  to  study  the  utilization  of 
hospital  and  other  medical  care  and  services  for  which  payment  may 
be  made  under  that  program. 

Section  129.  Depreciation  allowance  for  purposes  of  determining  reasona- 
ble cost 

This  section  would  define  ''reasonable  cost,''  under  the  medicare 
law,  for  purpose  of  paying  for  covered  services  furnished  by  a  provider 
of  service,  to  include  depreciation  allowances  on  capital  expenditures. 
A  provider  would  be  eligible  for  such  allowances  only  if  he  set  such 
payments  aside  and  used  them  only  for  proper  capital  expenditures. 
The  Secretary  would  be  authorized  to  utilize  the  services  of  appropriate 
State  planning  agencies  to  determine  under  an  overall  plan,  developed 
by  that  agency  for  meeting  the  health-facility  needs  of  the  people 
in  the  State,  whether  a  capital  expenditure  was  proper.  If  a  de- 
termination was  made  that  funds  (whether  they  were  payments  for 
depreciation  or  otherwise  obtained)  were  used  improperly  the  Secre- 
tary could  terminate  the  agreement  with  the  provider  of  service  or 
withhold  certain  future  payments  to  the  provider  of  service  that 
might  be  due  under  the  medicare  law. 

Section  130.  Outpatient  hospital  and  diagnostic  specialty  benefits  for 
the  aged  and  disabled 
This  would  estabhsh  a  special  part  under  the  medicare  program 
which  would  provide  for  the  coverage  of,  and  reimbursement  for, 
specialty  services  furnished  to  hospital  inpatients  and  services  rendered 
to  hospital  outpatients.  All  persons  entitled  to  inpatient  hospital 
services  under  part  A  of  the  program  would  be  eligible  for  specialty 
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services  provided  to  hospital  inpatients.  Eligibility  for  hospital 
outpatient  services  (both  outpatient  diagnostic  services  and  outpatient 
therapeutic  services)  would  be  restricted  to  persons  enrolled  under 
part  B  of  the  program.  Specialty  services  would  include  diagnostic 
X-ra^  services  and  diagnostic  laboratory  services  furnished  by  a 
physician. 

Section  131.  Elimination  oj  requirement  oj  physician  certification  in 
the  case  oj  inpatient  hospital  services  at  time  individual  becomes  an 
inpatient 

This  section  would  delete  the  present  requirement  in  the  medicare 
program  under  which  a  physician  must  certify,  at  the  time  an  indi- 
vidual enters  the  hospital,  that  the  hospital  services  are  needed  on  an 
inpatient  basis  for  such  individual's  medical  treatment. 

PART  4  MISCELLANEOUS  AND  TECHNICAL  AMENDMENTS 

Section  150.  Eligibility  oj  certain  children  jor  monthly  benefits 

This  section  would  provide  for  the  payment  of  child's  benefits, 
based  on  the  earnings  record  of  a  worker  who  was  not  the  child's 
parent,  to  a  child  who  was  living  with  and  supported  by  the  worker 
for  at  least  1  year  before  the  worker  died  or  at  least  5  years  before 
the  worker  became  disabled  or  retired. 

Section  151.  Eligibility  of  an  adopted  child  jor  monthly  benefits 

This  section  would  provide  an  alternative  to  the  present  provision 
under  which  a  child  may  be  considered  the  adopted  child  of  a  deceased 
worker  if  the  child  is  adopted  by  the  worker's  widow  within  2  years  of 
the  worker's  death.  Under  this  alternative  the  chUd  would  qualify 
as  the  worker's  child  if  he  was  living  in  the  worker's  household  when 
the  worker  died  and  proceedings  for  the  adoption  had  begun  before  the 
worker  died,  regardless  of  whether  the  adoption  was  completed 
within  2  years. 

Section  152.  Parentis  insurance  benefits 

This  section  would  provide  for  the  payment  of  parent's  insurance 
benefits  to  the  parents  of  retired  and  disabled  workers  and  provide 
that  parent's  insurance  benefits  shall  not  be  paid  if  they  would  other- 
wise (because  of  the  maximum  provision  in  the  law)  reduce  the  bene- 
fits to  the  remaining  members  of  the  wage  earner's  family  (wife,  child, 
or  widow) .  The  benefits  for  the  dependent  parents  of  living  workers 
would  be  equal  to  50  percent  of  the  worker's  benefit  and  would  be 
reduced  if  taken  before  age  65. 

Section  153.  Underpayments 

Under  this  section  claims  for  underpayments  of  cash  benefits  would 
be  paid  according  to  the  following  order  of  priority:  (1)  to  the  surviving 
spouse  who  was  living  with  the  underpaid  beneficiary;  (2)  to  the 
surviving  spouse  who  was  entitled  to  benefits  on  the  same  earnings 
record  as  the  imderpaid  beneficiary;  (3)  to  his  child;  (4)  to  the  legal 
representative  of  the  estate;  and  (5)  to  a  relative  whom  the  Secretary 
determines  to  be  the  proper  person  to  accept  payment  on  behalf  of 
the  imderpaid  beneficiary's  estate.  Also,  the  section  would  provide 
for  payment  of  supplementary  medical  insurance  benefits  in  cases 
where  the  beneficiary  dies  before  reimbursement  under  the  program  is 
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made.  This  would,  in  general,  follow  the  priority  order  for  under- 
payments for  cash  benefits  except  that  those  who  paid  the  medical 
bill  would  be  given  first  priority. 

Section  154-  Simplification  of  computation  of  primary  insurance 
amount  and  quarter  of  coverage  in  the  case  of  1937-51  wages 
This  section  would  simplify  the  present  computation  process  by  per- 
mitting the  Secretary  to  apply  certain  presumptions  to  an  individuals 
total  wages  prior  to  1951.  On  the  basis  of  these  presimaptions  there 
would  be  a  maximum  utilization  of  electronic  data  processing,  thus 
permitting  a  substantial  savings  in  costs  in  the  administration  of  the 
program. 

Section  155.  Definition  of  widow,  widower,  and  stepchild 

Under  present  law  the  relationship  of  widow,  widower,  and  stepchild 
depends  in  some  cases  on  the  existence  of  a  marriage  of  1  year.  This 
provision  would  introduce  some  flexibility  into  this  requirement  so 
that  the  relationship  would  be  deemed  to  have  been  established  if 
death  of  one  of  the  parties  occurred  just  less  than  1  year  of  the 
marriage. 

Section  156.  Extension  of  time  for  filing  reports  of  earnings 

Under  this  section  the  Secretary  could  grant  a  reasonable  extension 
of  time  (but  not  more  than  3  months)  for  making  the  formal  report 
of  earnings  required  of  beneficiaries  whose  earnings  exceed  the  amount 
requiring  a  deduction  from  benefits  (i.e.,  $1,680  per  year).  The 
present  law  makes  no  allowance  for  any  extension  of  time. 

Section  157.  Penalties  for  failure  to  file  timely  reports 

This  section  would  introduce  some  flexibility  in  the  imposition  of 
penalties  against  individuals  who  fail  to  file  a  timely  report  of  an 
event  which  causes  a  deduction  in  benefits. 

Section  158.  Limitation  in  payment  retroactive  benefits  in  certain  cases 
Under  present  law  the  Treasury  Department  is  authorized  to  with- 
hold checks  for  deUvery  to  a  foreign  coimtry  if  that  Department  de- 
termines there  is  no  reasonable  assurance  that  the  payee  will  receive 
the  check.  Under  this  provision,  when  the  restriction  is  lifted  the 
retroactive  payments  due  for  the  period  during  which  the  restriction 
was  in  effect  would  be  limited  to  not  more  than  12  months'  benefits 
where  the  beneficiary  had  in  the  meantime  died. 

Section  159.  Statute  of  limitations  for  self-employment  income 

This  would  permit  the  Secretary  to  credit  the  self -employment  in- 
come of  an  individual  to  his  account,  even  though  the  individual  filed 
his  tax  report  after  the  statute  of  limitation  had  rim,  where  the  In- 
ternal Revenue  Service  had  assessed  the  tax  against  the  individual. 
Under  present  law  even  though  there  is  an  assessment  and  payment 
of  the  tax  after  the  statute  of  limitation  has  run,  the  Secretary  has  no 
authority  to  credit  the  individual  with  such  income  for  social  security 
benefits. 

Section  160.  Enrollment  under  medicare  ba^ed  on  an  alleged  date  of 
attainment  of  age  65 
Where  an  individual  failed  to  enroll  under  the  medicare  program 
because  he  was  mistaken  as  to  his  correct  date  of  birth,  the  Secretary 
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would  be  authorized  by  this  section  to  enroll  the  individual  on  the 
basis  of  the  documentary  evidence  he  presented  when  he  initially 
sought  to  enroU. 

Section  161.  Services  oj  interns  and  residents  as  inpatient  hospital 
services 

Under  the  medicare  law,  services  of  an  intern  or  resident  are  cov- 
ered as  inpatient  hospital  services  (pt.  A  of  the  program)  when 
they  are  rendered  under  an  approved  teaching  program.  Certain 
physicians  have  a  limited  license  and  are  authorized  to  practice  as 
physicians  only  in  a  hospital.  Present  law  covers  these  services 
under  part  B  of  the  program.  This  section  would  cover  the  services 
of  these  physicians  under  part  A  of  the  program  in  the  same  way 
as  the  services  of  interns  and  residents  are  covered. 

Section  162.  Payment  jor  the  purchase  oj  durable  medical  equipment 

This  would  permit  the  payment  under  part  B  of  the  medicare  pro- 
gram for  the  purchase  of  durable  medical  equipment.  Present  law 
permits  such  payment  only  with  respect  to  rentals  of  such  equipment. 

Section  163.  Furnishing  consultative  service  to  laboratories 

This  would  permit  the  Secretary  to  reimburse  a  State  agency  which 
furnishes  consultative  service  to  independent  laboratories  in  the  same 
way  as  he  is  authorized  to  reimburse  such  an  agency  when  it  furnishes 
such  services  to  other  institutions  or  agencies. 

Section  164-.  Limitation  on  reduction  of  90  days  of  inpatient  hospital 
services 

The  present  limitation  which  reduces  the  number  of  compensable 
days  of  inpatient  hospital  services  where  the  individual  is  an  inpatient 
in  a  psychiatric  hospital  or  in  a  tuberculosis  hospital  when  he  becomes 
ehgible  for  medicare  benefits  would  be  deleted.  Under  present  law, 
days  spent  in  such  an  institution  immediately  before  becoming  en- 
titled to  medicare  benefits  are  deducted  from  the  days  of  inpatient 
hospital  services  available  to  the  individual.  This  deduction  would 
no  longer  apply  and  once  the  individual  becomes  ehgible  for  medicare 
benefits  he  would  be  entitled  to  the  90  days  of  inpatient  hospital 
services  provided  for  by  the  law. 

Section  165.  Medicare  benefits  to  individuals  who  die  in  month  oj  attain- 
ment oj  the  age  65 
Under  the  medicare  law,  benefits  are  paid  for  services  fmuished  in 
the  month  in  which  the  individual  attains  age  65.  If,  however,  he 
should  die  before  the  day  on  which  he  attains  that  age  no  benefits  are 
payable.  This  section  would  correct  that  inequity  and  permit  the 
Secretary  to  pay  the  bill  for  any  service  furnished  during  that  month 
even  though  death  occurred  before  such  day. 

Section  166.  Report  oj  board  oj  trustees  to  Congress 

This  section  would  extend  the  period  for  furnishing  the  report 
of  the  board  of  trustees  to  the  Congress  to  the  first  of  April  from  the 
first  of  March. 

Section  167.  Redesignation  oj  old-age  insurance  benefits 

This  section  would  amend  title  II  of  the  Social  Security  Act  to 
substitute  "retirement^'  for  ''old-age"  wherever  it  is  used  in  that  title. 
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Title  II — Public  Welfare  Amendments 

PART  I  PUBLIC  ASSISTANCE  AMENDMENTS 

Section  2dl .  Earnings  exemptions  of  public  assistance  recipients 

This  section  would  make  existing  earnings  exemptions  for  the  aged 
and  the  permanently  and  totally  disabled,  which  are  permissive  with 
States  at  the  present  time,  mandatory  on  July  1,  1969.  (Earnings 
exemptions  for  the  bUnd  are  already  mandatory.)  It  would  amend 
the  existing  exemption  under  the  aid  to  families^  with  dependent 
children  program  to  permit  an  exemption  of  $50  monthly  earnings 
for  parents  and  for  children  over  18  (subject  to  $150  per  month  family 
maximum)  eiffective  July  1,  1967.  The  entire  exemption  would  be 
mandatory  July  1,  1969. 

Section  202.  Requirement  jor  meeting  full  need 

This  section  would  require,  effective  July  1,  1969,  that  States  shall 
meet  the  full  need  of  eUgible  individuals  as  determined  under  the 
State's  standards  (which  shall  be  no  lower  than  those  in  effect  in 
January  1967).  It  further  provides  that  standards  shall  be  reviewed 
annually  and  to  the  extent  required  by  the  Secretary  updated  to  take 
account  of  cost  of  hving  increases.  It  is  applicable  to  the  programs 
of  old-age  assistance,  aid  to  families  with  dependent  children,  aid  to 
the  blind,  aid  to  the  permanently  and  totally  disabled,  and  the  com- 
bined adult  program  under  title  XVI. 

Section  208.  Income  in  determining  eligibility 

This  would  require  that,  effective  July  1,  1969,  a  State's  standards 
with  respect  to  income  used  in  determining  eligibility  for  cash  assist- 
ance payments  shall  be  no  less  than  two-thirds  of  those  used  for 
medical  assistance.  This  is  applicable  to  all  of  the  titles  imder  which 
money  payments  are  made. 

Section  204-  Federal  assistance  in  meeting  the  costs  of  community 
work  and  training 

This  section  would  modify  the  plan  requirements  for  aid  to  families 
with  dependent  children,  would  authorize  the  Secretary  of  Labor  to 
provide  work  and  training  programs  for  individuals  over  the  age  of 
16  who  are  receiving  aid  to  families  with  dependent  children,  would 
provide  for  programs  to  be  operated  by  the  States  if  the  Secretary  of 
Labor  did  not  operate  a  program  and  found  it  impractical  to  do  so 
throughout  a  State,  would  provide  project  grants  for  persons  in 
need  but  not  meeting  other  State  requirements  for  aid  to  families 
with  dependent  children,  would  provide  for  Federal  participation 
in  the  cost  of  supervision,  training,  and  materials  under  State  pro- 
grams, and  would  provide  for  the  Department  of  Health,  Education, 
and  Welfare  to  transfer  funds  from  its  public  assistance  appropriation 
to  the  Secretary  of  Labor  to  meet  the  costs  of  authorized  programs 
operated  by  him  or  his  delegate. 

Plans  for  aid  to  families  with  dependent  children  would  have  to 
include  provisions  for  referral  for  all  appropriate  individuals  who 
have  attained  age  16  to  programs  existing  in  the  areas  in  which  such 
individuals  live. 

A  training  incentive  of  not  more  than  $20  per  week,  paid  by  the 
Secretary  of  Labor,  would  be  disregarded  in  determining  the  amount 
of  assistance  payable  to  a  family. 
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Section  206.  Federal  share  of  public  assistance  expenditures 

In  the  case  of  individuals  who  are  currently  certified  by  a  physician 
to  require  skilled  nursing  home  care  unless  appropriate  services  are 
provided  in  other  institutions  or  in  their  own  homes,  States  would 
be  given  the  option  to  receive  Federal  participation  in  the  full  cost  of 
such  institutional  care  or  services  at  the  same  rate  as  if  they  were 
provided  under  title  XIX.  This  would  make  it  possible  to  eliminate 
use  of  skilled  nm-sing  home  care  in  situations  where  other  services 
would  suffice. 

Section  206.  Additional  Federal  payments  to  meet  the  non-Federal 
share  of  cash  expenditures 
The  Secretary  would  be  authorized  to  make  grants  totaling  not 
more  than  $60  miUion  each  year,  for  the  fiscal  years  ending  June  30, 
1970,  and  June  30,  1971,  to  assist  States  in  meeting  the  costs  of  other 
requirements  imposed  by  these  amendments.  In  making  such  pay- 
ments, the  Secretary  would,  among  other  factors,  consider  the  fiscal 
ability  of  the  State,  its  fiscal  effort  for  welfare  and  related  programs, 
the  effect  of  increases  in  social  security  benefits,  and  the  amount  of 
State  and  local  funds  required  in  order  to  comply  with  the  new 
provisions. 

Section  207.  Temporary  assistance  jor  migratory  workers 

The  Secretary  would  be  authorized  to  make  projects  grants  in  the 
amount  appropriated  by  Congress  for  temporary  assistance  to  indi- 
viduals who  are  migratory  workers  and  to  members  of  their  families. 
Such  assistance  could  not  be  given  for  a  period  in  excess  of  60  days 
and  would  be  in  an  amount  consistent  with  what  the  individuals 
would  receive  if  they  were  eUgible  under  a  public  assistance  plan  in 
the  State  in  which  they  are  living. 

Section  208.  Amendments  making  permanent  certain  provisions  relating 
to  public  assistance 
The  authorization  to  make  protective  payments  under  the  aid 
to  families  with  dependent  children  program  would  be  made  perma- 
nent. Authorization  to  provide  temporary  assistance  to  U.S.  citizens 
returned  from  other  countries  would  be  made  permanent.  The 
authorization  to  make  payments  of  aid  to  famiHes  with  dependent 
children  in  cases  where  the  parent  is  unemployed  would  be  made 
permanent. 

PART  2 — MEDICAL  ASSISTANCE  AMENDMENTS 

Section  220.  Limitation  on  Federal  participation  in  medical  assistance 
Federal  participation  in  medical  assistance  payments  would  not  be 
available,  after  December  31,  1967,  in  payments  of  medical  assistance 
to  individuals  and  famifies  whose  incomes  exceed  by  more  than  50 
percent  the  highest  income  standards  used  by  the  State  in  determining 
eligibifity  under  the  cash  assistance  program. 

Section  221 .  Determining  maintenance  of  State  effort 

Several  new  alternatives  would  be  provided  to  States.  The  current 
expenditure  could  be  measured  on  the  basis  of  a  full  fiscal  year  ending 
instead  of  a  calendar  quarter.  Maintenance  of  effort  could  be  deter- 
mined on  the  basis  of  money  payments  alone  instead  of  money  pay- 
ments and  medical  care  as  at  present.   Expenditures  for  child-weKare 
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services  could  be  included  in  the  detennination  either  in  conjunction 
with  money  payments  and  medical  assistance  or  with  money  payments 
alone. 

Section  222.  Coordination  oj  title  XIX  and  supplementary  medical 
insurance  program 
States  could  enter  iato  agreements  to  "buy  in'^  for  individuals 
eligible  for  supplementary  medical  iasurance  benefits  under  the  medi- 
care program  at  any  time  prior  to  January  1,  1970.  Such  agreements 
could  include  medically  needed  persons  as  well  as  cash  assistance  re- 
cipients. Benefits  under  the  program  could  be  payable  for  the  second 
month  foUowing  the  first  month  in  which  the  individual  is  determined 
to  be  eligible.  Amounts  which  would  be  paid  under  the  program  for 
enrolled  individuals  would  not  be  subject  to  Federal  matching.  Pro- 
vision is  made  as  under  existing  law  for  continuation  of  coverage  under 
the  program  for  persons  no  longer  eligible  under  the  agreements.  If 
the  State  did  not  ''buy  in"  for  an  individual  eligible  for  medical  assist- 
ance there  would  be  no  Federal  matching  for  expenditures  for  services 
that  would  have  been  covered  under  the  supplementary  medical  in- 
surance program  under  the  medicare  program  had  the  individual  been 
enrolled  in  such  program. 

Section  223.  Modification  of  comparability  provision 

Payment  by  a  State  of  the  monthly  premiums  for  supplementary 
medical  insurance  benefits  would  be  made  an  exception  to  the  require- 
ments of  comparability  under  title  XIX  and  would  not  require  the 
making  available  of  comparable  services  to  other  recipients. 

Section  224.  Extent  of  Federal  financial  participation  in  certain  admin- 
istrative expenses 

Federal  participation  in  the  compensation  and  training  of  skilled 
professional  medical  personnel  and  supporting  staff  engaged  in  the 
administration  of  a  State  plan  under  title  XIX  would  be  at  a  75-percent 
rate  without  regard  to  whether  such  personnel  are  employees  of  the 
single  State  agency  responsible  for  the  administration  of  title  XIX  or 
of  some  other  pubhc  agency  participating  in  the  administration  of 
the  title  XIX  plan. 

Section  226.  Advisory  council 

An  advisory  council  of  21  members  to  advise  the  Secretary  on 
matters  of  general  policy  and  on  the  administration  of  medical  assist- 
ance would  be  created.  Such  members,  who  would  hold  oflB.ce  for 
a  term  of  4  years  on  a  rotating  basis,  would  include  representatives 
of  groups  concerned  with  health  and  consumers  of  health  services. 
A  majority  of  the  membership  of  the  council  would  consist  of  repre- 
sentatives of  consumers. 

Section  226.  Free  choice  by  individual  eligible  for  medical  assistance 

An  individual  eligible  for  medical  assistance  would  be  free  to  choose 
any  institution,  agency,  or  person  (including  a  prepayment  plan) 
qualified  to  perform  the  services  required  and  who  undertakes  to 
provide  such  services  to  him. 
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PART  3— CHILD-WELFARE  SERVICES  AMENDMENTS 

Section  2S5.  Federal  share  of  the  compensation  and  training  of  personnel 
Federal  participation  at  the  rate  of  75  percent  would  be  available 
in  the  cost  of  child-welfare  services  personnel  and  training  to  the 
extent  that  the  non-Federal  portion  of  such  cost  exceeds  the  amount 
expended  from  non-Federal  funds  for  such  purposes  in  the  fiscal  year 
ending  June  30,  1967.  The  provision  would  not  result  in  any  State 
receiving  a  general  grant-in-aid  allotment  lower  than  it  would  have 
received  under  existing  law. 

Section  236.  Authorization  for  appropriations 

The  existing  authorization  ceilings  for  fiscal  years  ending  after 
June  30,  1968,  would  be  removed  so  that  the  authorization  for  sub- 
sequent years  would  be  for  such  sums  as  Congress  may  determine. 

Section  237.  Projects  for  experimental  and  special  types  of  child^welfare 
services 

Section  527  of  the  Social  Security  Act  authorizing  research,  demon- 
stration, and  training  projects  would  be  expanded  to  authorize 
projects  for  the  demonstration  and  the  utilization  of  research.  Its 
objective  is  to  encourage  experimental  and  special  types  of  child- 
welfare  services.  Authority  for  contracts  and  jointly  financed 
cooperative  arrangements  would  be  included  in  the  section. 

PART  4  MISCELLANEOUS  AND  TECHNICAL  AMENDMENTS 

Section  2^5.  Permanent  authority  to  support  demonstration  projects 

The  existing  authorization  of  $2  million  to  support  State  agency 
projects  of  a  pilot  demonstration  or  experimental  character  would 
be  increased  to  $10  million  for  the  fiscal  year  ending  June  30,  1968 
and  $25  million  for  each  fiscal  year  thereafter. 

Section  2^6.  Permitting  partial  payments  to  States 

Authorization  for  the  Secretary  to  withhold  payments  in  cases 
where  a  State  plan  is  out  of  conformity  for  only  those  parts  of  the  plan 
that  are  affected  would  be  extended  to  titles  I,  IV,  X,  and  XIV.  Such 
authorization  now  exists  under  titles  XVI  and  XIX. 

Section  247.  Contracts  for  cooperative  research  or  demonstration  projects 
Section  1110  authorizing  grants  and  contracts  for  such  projects 
would  be  amended  in  the  case  of  contracts  to  eliminate  the  requirement 
that  they  be  with  nonprofit  organizations. 

Title  III — Improvement  of  Child  Health 

Section  301.  Early  case  finding  and  treatment  of  handicapping  con- 
ditions of  children 
This  would  increase  authorization  for  crippled  children's  services 
(pt.  2  of  title  V  of  Social  Security  Act)  as  follows: 


Existing 

Proposed 

Fiscal  year  1968  

$55,000,000 
55, 000,000 
60,000,000 

$65,000,000. 

Such  sums  as  necessary. 

Do. 

Fiscal  year  1969  

Fiscal  year  1970  et  seq  
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It  would  require,  effective  July  1,  1967,  under  crippled  cMdren's 
services  program,  provision  for  early  identification  (through  periodic 
screening  and  diagnosis)  of  need  for  care  and  services,  and  provision 
of  care  and  treatment  of  defects  and  chronic  conditions.  It  would 
also  require,  effective  July  1,  1969,  imder  medical  assistance  (title 
XIX  of  Social  Security  Act),  early  and  periodic  screening,  and  such 
treatment  and  care  for  defects  and  chronic  conditions  of  children  as 
is  prescribed  in  regulations,  and  arrangements  with  agencies,  institu- 
tions, and  organizations  receiving  grants  under  part  1,  2,  or  4  of  title 
V  of  the  Social  Security  Act  for  utUizing  (and  paying)  them  for  these 
services.  Also  these  agencies,  institutions,  and  organizations  would 
be  required  to  cooperate  in  providing  these  services  to  the  extent 
prescribed  by  the  Secretary. 

Section  302.  Dental  health  oj  children 

This  section  would  authorize  $5  million  for  fiscal  1968,  and  necessary 
sums  for  next  4  years  to  pay  up  to  75  percent  of  cost  of  special  projects 
of  any  public  or  nonprofit  agency,  institution,  or  organization  for 
dental  health  of  school  and  preschool  children,  particularly  in  areas 
with  concentrations  of  low  income.  Projects  would  have  to  provide 
at  least  those  services* which  are  prescribed  by  regulations  and  would 
have  to  Hmit  care  to  those  who  would  not  otherwise  receive  it. 
Contributions  of  goods  and  services  could  count  toward  the  non- 
Federal  share  of  the  cost  of  projects. 

Section  303.  Special  maternity  and  infant  care  projects 
This  would  increase  authorization  as  follows: 


Existing 

Proposed 

Fiscal  year  196 
Fiscal  years  19 

8  .  

$30,000,000 
0 

$35,000,000. 

Such  sums  as  necessary. 

69-72   

It  would  make  any  public  or  private  nonprofit  group  eligible  for 
grants  and  would  add  to  eligible  projects  those  in  which  the  hazard 
is  to  the  health  of  the  infant  (whether  or  not  the  mother  was  involved). 
It  would  also  add  reduction  of  maternal  mortality  as  one  of  the  pur- 
poses of  this  program.  The  provision  would  permit  the  counting  of 
contributions  of  goods  and  services  toward  the  non-Federal  share  of 
the  cost  of  projects. 

Section  304-  Revision  oJ  maternal  and  child-health  authorization 

This  section  would  revise  maternal  and  child  health  services 
authorization  as  follows: 


Existing 

Proposed 

Fiscal  year  1969.     

$55,000,000 
60,000,000 

Such  sums  as  necessary. 
Do. 

Fiscal  year  1970  et  seq  

It  would  provide  for  reduction  of  total  of  Federal  payments  to 
State  for  such  services  to  the  extent  State  and  local  funds  for  these 
services  are  reduced  over  fiscal  1967  State  and  local  funds. 
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Section  305,  Training 

It  would  increase  authorization  as  follows : 


Existing 

Proposed 

Fiscal  year  1968  

$10,000,000 
17, 000, 000 

$13,000,000. 

Such  sums  as  necessary. 

Fiscal  year  1969  et  seq  

It  would  expand  the  purpose  from  training  of  professional  personnel 
for  health  and  related  care  of  crippled  children  to  training  of  personnel 
for  health  care  and  related  services  for  mothers  and  children. 

Section  306.  Research 

This  section  would  increase  the  maximum  on  authorization  for 
research  as  follows : 


Existing 

Proposed 

Fiscal  year  1968  

$8,000,000 
8,000,000 

$18,000,000. 

No  statutory  limit. 

Fiscal  year  1969  et  seq.  -  -     

It  would  provide  special  emphasis  on  comprehensive  care  projects 
to  study  use  of  health  personnel  with  varying  levels  of  training  and 
on  studying  methods  of  training  personnel  for  such  projects  and 
permit  funds  to  be  used  also  for  training  personnel  for  use  in  such 
projects. 

Section  307.  Program  evaluation 

This  section  would  reserve  up  to  one-half  of  1  percent  of  each 
appropriation  for  grants  under  title  V  of  Social  Security  Act  for  pro- 
gram evaluation  by  the  Secretary,  directly  or  through  grants  or 
contracts. 

Section  308.  Conjorming  amendment 

This  specifically  permits  counting  of  contributions  of  goods  and 
services  toward  non-Federal  share  of  cost  of  comprehensive  health 
care  projects  for  school  and  preschool  children. 

Title  IV — General  Provisions 

Section  401 .  Social  work  manpower  and  training 

The  Secretary  would  be  authorized  to  make  grants  to  public  or  non- 
profit private  colleges  and  universities  and  to  accredited  graduate 
schools  of  social  work  or  associations  of  such  schools  to  meet  part  of  the 
cost  of  development,  expansion  or  improvement  of  graduate  and  under- 
graduate programs  in  the  field  of  social  work;  $5  million  would  be 
authorized  for  the  fiscal  year  ending  June  30,  1968  and  such  amounts  as 
Congress  may  determine  for  each  fiscal  year  thereafter. 

Section  402.  Meaning  oj  Secretary 

For  purposes  of  these  amendments  the  term  "Secretary''  refers  to 
the  Secretary  of  Health,  Education,  and  Welfare. 
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Title  V. — Tax  Treatment  of  the  Aged 

Section  501 .  Repeal  of  retirement  income  credit 

Section  37  of  the  Internal  Revenue  Code  which  provides  for  a 
retirement  income  credit  would  be  repealed. 

Section  602.  Definition  oj  adjusted  gross  and  taxable  income 

This  section  would  make  various  technical  amendments  to  sections 
62,  63,  170,  and  213  of  the  Internal  Revenue  Code  to  properly  inte- 
grate the  special  exemption  provided  by  section  504  of  the  bill  and 
the  retirement  income  deduction  provided  by  section  505  of  the  biU 
into  various  provisions  of  the  code  concerned  with  gross  income  and 
adjusted  gross  income. 

Section  503.  Inclusion  oj  certain  social  security  and  railroad  retire- 
ment benefits  in  income 
This  section  would  add  a  new  section  82  to  the  Internal  Revenue 
Code  providing  for  the  inclusion  in  gross  income  of  all  social  security 
and  railroad  retirement  benefits  that  are  paid  as  retirement  insiu*ance 
benefits.  It  would  make  it  clear  that  special  rules  for  employees 
death  benefits  provided  by  section  101  of  the  Internal  Revenue  Code 
are  inapphcable  to  the  retirement  benefits  included  in  income  pur- 
suant to  the  new  section  82. 

Section  50^.  Special  exemption  for  individuals  aged  65  or  more;  repeal 
oj  additional  exemption;  increase  in  permissible  gross  income  level 
oj  aged  dependents 
This  section  would  repeal  the  extra  $600  exemption  for  persons 
aged  65  or  over.    Under  existing  law  a  person  age  65  or  over  may 
not  be  claimed  as  a  dependent  of  another  taxpayer  if  the  aged  person's 
gross  income  exceeds  $600.    This  section  would  increase  t  his  Umitatio  n 
to  $1,200. 

It  would  also  add  a  new  section  154  to  the  Internal  Revenue  Code 
providing  the  basic  tax  benefit  applicable  to  aU  taxpayers  age  65  or 
over.  It  would  allow  a  special  exemption  of  $2,300  to  single  taxpayers 
age  65  or  over  and  married  couples  with  one  spouse  age  65  or  over  and 
a  special  exemption  of  $4,000  to  a  married  couple  where  both  are  age 
65  or  over.  Pursuant  to  new  section  154  these  special  exemptions 
are  reduced  dollar  for  dollar  for  income  (including  social  security  and 
railroad  retirement  benefits)  received  during  the  taxable  year  ih  excess 
of  $5,600  in  the  case  of  a  single  individual  and  $11,200  in  the  case  of 
a  married  couple.  To  reflect  the  retiree's  contributions  to  social 
security  and  railroad  retirement  these  special  exemptions  would  in  no 
case  be  reduced  below  an  amount  equal  to  one-third  of  the  amount  of 
such  benefits  included  in  income. 

Section  505.  Retirement  income  deduction 

A  new  section  218  of  the  Internal  Reitenue  Code  would  be  added 
to  provide  a  retirement  income  deduction  for  persons  under  age  65  who 
receive  social  security  or  raihoad  retirement  benefits  that  are  paid 
as  retirement  insurance  benefits  and  for  persons  under  age  65  re- 
ceiving retirerrrent  benefits  under  a  pubUc  retirement  system.  The 
deduction  would  be  limited  to  the  lesser  of  (1)  the  actual  amount  of 
such  benefits  or  (2)  $1,600.  In  turn  the  $1,600  Umitation  would  be 
reduced  dollar  for  dollar  to  the  extent  that  income  received  exceeds 
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$5,600  in  the  case  of  a  single  individua.  or  $11,200  in  the  case  of  a 
married  couple;  but  never  below  one-third  of  any  social  security  or 
railroad  retirement  benefits  included  in  income. 

Section  506.  Miscellaneous  amendments 

This  section  would  make  miscellaneous  technical  amendments 
to  sections  4  and  144  of  the  Internal  Revenue  Code  and  would  also 
amend  section  12  of  the  Railroad  Retirement  Act  of  1937  to  eliminate 
the  exemption  of  railroad  retirement  benefits  from  tax. 

Section  607.  Effective  dates 

The  amendments  made  by  this  title  of  the  bill  would  be  applicable 
to  taxable  years  beginning  after  December  31,  1967. 


EXPLANATION  OF  PROVISIONS' OF  H.R.  5710  ^ 


1.  Summary  of  Major  Proposals 

The  President  has  recommended  improvements  in  the  social  secu- 
rity program  that  would  result,  in  calendar  year  1968,  when  all  of  the 
proposals  will  have  gone  into  effect,  in  an  overall  20-percent  increase 
in  benefit  payments. 

The  increase,  in  terms  of  additional  cash  payments,  would  be  the 
largest  increase  in  benefit  payments  ever  enacted;  it  would  result  in 
additional  cash  benefit  payments  of  $4.5  billion  in  calendar  year  1968.^ 

The  level  of  living  of  the  23  million  people  who  are  now  getting 
social  security  benefits  would  be  greatly  improved,  and  1.4  million 
aged  people  among  them  would  be  moved  out  of  poverty.  In  addi- 
tion, the  protection  of  current  workers  and  their  families — about  86 
million  wfll  work  under  social  security  in  1967 — would  be  very  sig- 
nificantly improved. 

Following  is  a  list  of  the  major  proposals  that  the  President  has 
recommended : 

(1)  A  benefit  increase  amounting  to  at  least  15  percent  for  all  bene- 
ficiaries now  on  the  rolls,  with  a  minimum  benefit  of  $70. 

This  provision  would  result  in  additional  payments  of  $3.9  billion 
in  the  first  12  months  of  operation. 

(2)  A  special  minimum  benefit  of  $100  for  workers  with  at  least  25 
years  of  coverage  under  social  security;  the  special  minimum  would 
be  equal  to  $4  multiplied  by  the  number  of  years  of  coverage  up  to  25. 

About  100,000  people  would  benefit  under  this  provision.  About  $7 
million  in  additional  benefits  would  be  paid  in  the  first  12  months  of 
operation. 

(3)  An  increase  from  $1,500  to  $1,680  in  the  amount  of  annual 
earnings  a  beneficiary  under  age  72  can  have  without  having  any 
benefits  withheld,  and  an  increase  from  $125  to  $140  in  the  amount 
of  monthly  earnings  a  person  can  have  and  still  get  a  benefit  for  the 
month.  Under  the  proposal,  as  under  present  law,  $1  in  benefits  would 
be  withheld  for  each  $2  of  the  fu'st  $1,200  of  earnings  above  the  annual 
exempt  amount,  and  $1  in  benefits  would  be  withheld  for  each  $1  in 
earnings  thereafter. 

About  750,000  people  would  get  additional  benefits  under  the 
provision.  An  estimated  $185  million  would  be  paid  out  in  additional 
benefits  in  the  first  full  year  of  operation. 

(4)  Monthly  cash  benefits  for  the  disabled  widow  of  an  insured 
worker  where  the  widow  becomes  disabled  within  7  years  of  the 
worker's  death  or  within  7  years  after  termination  of  her  entitlement 
to  benefits  as  a  mother. 

1  This  material  has  been  prepared  and  furnished  by  the  Department  of  Health,  Education,  and  Welfare  . 

2  The  several  proposals  would  go  into  effect  at  different  dates.  Therefore,  the  figures  shown  below  for 
additional  payments  under  each  proposal  in  the  first  12  months  of  operation  do  not  add  up  to  the  total  for 
calendar  1968.  Attached  is  a  table  showing  additional  payments  under  each  cash  benefit  proposal  for 
calendar  1968. 
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About  70,000  widows  would  benefit  immediately  and  about  $75 
million  in  additional  benefits  would  be  paid  out  in  the  first  12  months  of 
operation. 

(5)  Health  insurance  benefits  for  disabled  beneficiaries — disabled 
workers,  disabled  adults  getting  benefits  on  the  basis  of  disabilities 
that  have  continued  since  childhood,  and  disabled  widows  under 
age  65. 

An  estimated  additional  1.5  million  social  security  beneficiaries — 
1.2  million  disabled  workers,  200,000  people  getting  disabled  child's 
benefits,  100,000  disabled  widows  under  65 — would  be  eligible  for 
health  insurance  benefits.  Benefit  payments  under  this  proposal  in 
the  first  year  are  expected  to  be  $225  million  under  the  hospital 
insurance  program  and  $100  million  under  the  medical  insurance 
program.  (Similar  protection  would  be  provided  for  qualified  dis- 
abled railroad  retirement  annuitants.) 

(6)  Social  security  credit,  through  transfers  of  credit,  for  Federal 
employment  of  workers  whose  Federal  service  is  subject  to  the  civil 
service  or  the  foreign  service  retirement  system  if  benefits  are  not 
payable  to  the  workers  or  their  families  under  such  system  at  the  time 
they  retire,  become  disabled  or  die. 

This  change  would  protect  employees  who  leave  Federal  service  or 
who  die  or  become  disabled  diu-ing  the  first  5  years  of  service. 

(7)  A  change  in  the  present  coverage  requirements  for  agricultural 
workers  which  would  provide  coverage  for  the  farmworker  if  he  was 
paid  at  least  $50  (instead  of  the  present  requirement  of  $150)  in  a 
year  for  farm  work  by  an  employer  or  worked  at  least  10  days  (instead 
of  the  present  requirement  of  20  days)  in  a  year  for  that  employer. 

This  proposal  would  improve  the  social  security  coverage  of  500,000 
agricultural  workers,  including  migratory  workers,  who  in  many 
instances  do  not  meet  the  coverage  requirements  in  present  law. 

(8)  A  new  part  C  would  be  created  in  title  XVIII  of  the  Social 
Security  Act.  Under  this  part  all  hospital  outpatient  services  would 
be  covered,  subject  to  the  $50  annual  deductible  and  80  percent 
coinsurance  offered  under  part  B.  Also,  inpatient  diagnostic  X-ray 
and  laboratory  services  provided  by  physicians  would  be  covered 
under  this  part  without  being  subject  to  any  deductible.  Only 
part  B  enroUees  would  be  covered  for  the  outpatient  services;  all 
part  A  participants  would  be  covered  for  the  physician's  inpatient 
X-ray  and  laboratory  services  of  part  C. 

(9)  Provision  would  be  made  to  require  the  funding  of  depreciation 
payments  made  under  medicare;  and  reimbursement  for  reasonable 
costs  under  medicare  would  be  coordinated  with  the  health  planning 
activities  of  the  States. 

(10)  No  physician  certification  of  medical  necessity  would  be 
required  for  short  stays  in  general  hospitals;  thus  imnecessary  paper- 
work would  be  eliminated. 

(11)  Medicare  payments  would  be  made  to  Federal  facilities  to 
which  medicare  beneficiaries  are  admitted. 

(12)  Coverage  of  podiatrists'  services  under  the  supplementary 
medical  insurance  program  where  the  services  are  of  the  type  now 
covered  if  performed  by  a  physician. 

(13)  An  increase  from  $35  to  $50  (from  $52.50  to  $75  for  a  couple) 
in  the  special  payments  that  were  provided  under  the  1965  amend- 
ments and  the  Tax  Adjustment  Act  of  1966  for  certain  people  age  72 
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and  over  who  cannot  meet  the  regular  work  requirements  of  the 
program. 

The  increase  in  these  payments  would  amount  to  about  $240  mil- 
Hon  in  additional  benefit  payments  during  the  first  12  months  of 
operation.  Of  this  amount,  $215  miUion  would  be  met  from  general 
revenues.  (The  old-age  and  survivors  insurance  trust  fund  pays  for 
the  cost  of  benefits  only  for  those  who  have  worked  for  more  than 
half  a  year  under  the  program.)  About  1.2  million  people  would 
quahfy  for  some  payments  or  higher  payments  as  a  result  of  this 
proposal. 

(14)  A  number  of  technical  amendments  that  are  designed  to  facil- 
itate administration,  close  minor  gaps  in  protection,  and  rectify  minor 
anomalies  in  present  law. 

(15)  An  increase  in  the  contribution  and  benefit  base  to  $10,800, 
to  be  reached  in  three  steps— $7,800  in  1968,  $9,000  in  1971,  and 
$10,800  in  1974. 

(16)  Increases  in  the  contribution  rates  for  the  cash  benefits  part 
of  the  program.  The  change  scheduled  in  the  employer- employee 
rate  for  1969  under  present  law  (from  3.9  percent  each  to  4.4  per- 
cent each)  would  be  raised  by  0.1  percent,  to  4.5  percent  each.  The 
change  scheduled  under  present  law  for  1973  and  thereafter  (to  4.85 
percent  each)  would  be  raised  by  0.15  percent  each,  to  5.0  percent  each. 

For  the  self-employed,  the  increase  scheduled  under  present  law 
for  1969  (from  the  present  5.9  to  6.6  percent)  would  be  raised  by  0.2 
percent  and  thus  would  come  to  6.8  percent.  This  rate  would 
remain  in  effect  until  1973,  at  which  time  the  increase  to  7.0  percent 
scheduled  under  present  law  would  go  into  effect. 

At  the  present  time,  the  social  security  program  has  a  significantly 
favorable  actuarial  balance;  that  is,  it  is  expected  that  over  the  long- 
range  future  the  income  to  the  program  will  considerably  exceed  the 
costs  of  the  program.  The  benefit  improvements  recommended  by 
the  President  wQl  cost  about  Ij/^  percent  of  covered  payroll.  It  is 
possible  to  meet  about  half  of  the  cost  of  the  recommended  benefit 
improvements  from  the  present  favorable  balance.  The  remainder 
of  the  cost  of  the  proposed  changes  would  be  met  through  the  increase 
in  the  contribution  rates  for  the  cash  benefits  part  of  the  program 
and  in  the  maximum  amount  of  annual  earnings  subject  to  the  tax 
and  used  in  computing  benefits. 

The  rate  increase  averaged  over  the  long  run  would  be  equivalent  to 
one-fourth  of  1  percent  of  payroll;  the  earnings  base  increase  is  equiv- 
alent to  one-half  of  1  percent  of  payroll.  These  two  financing  recom- 
mendations would  yield  income  equal  to  three-fourths  of  1  percent  of 
payroll,  which,  when  combined  with  the  actuarial  balance  of  the  pres- 
ent system,  would  fully  meet  the  cost  of  the  recommendations. 

Hospital  insurance  protection  for  the  disabled  could  be  made 
available  without  any  increase  in  the  hospital  insurance  contribution 
rate  becuase  of  the  additional  income  that  would  result  from  the 
increased  contribution  and  benefit  base.  Supplementary  medical 
insurance  protection  would  also  be  made  available  on  the  same  basis 
as  it  is  for  the  aged — that  is,  on  a  voluntary  basis — with  the  bene- 
ficiary paying  a  monthly  premium  of  $3  and  the  Federal  Government 
paying  a  matching  amount. 
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Monthly  social  security  cash  benefits  and  contributions  under  present  law  and 

under  proposal 

CONTRIBUTIONS 


For  average  monthly  earnings  of  $550  and  below— 


$150 

$250 

$350 

$450 

$550 

Pres- 

Pro- 

Pres- 

Pro- 

Pres- 

Pro- 

Pres- 

Pro- 

Pres- 

Pro- 

ent 

posal 

ent 

posal 

ent 

posal 

ent 

posal 

ent 

posal 

law 

law 

law 

law 

law 

1967-68    

$5.85 

$5.85 

$9.  75 

$9.  75 

$13. 65 

$13.65 

$17.  55 

$17.  55 

$21. 45 

$21. 45 

1969-72...   

6.60 

e..  75 

11.00 

11.25 

15. 40 

15.75 

19.80 

20.25 

24.  20 

24.  75 

1973  and  after.   

7.28 

7.50 

12.13 

12.  50 

16.98 

17.  50 

21.83 

22.  50 

26.68 

27.50 

BENEFITS 


Worker  age  65  or  disabled 

worker   

78.20 

90.  00 

101.  70 

117. 00 

124.20 

142. 9Q 

146. 00 

167.  90 

168.00 

193.  20 

Couple  age  65  or  disabled 

worker  and  wife  

117. 30 

135.  00 

152.  60 

175.  50 

186.  30 

214.  40 

219.  00 

251.  90 

252.  00 

283.  20 

Monthly  social  security  cash  benefits  and  contributions  under  present  law  and  under 
proposal — For  average  monthly  earnings  of  $560  or  above 

CONTRIBUTIONS 


Present 
law 

Proposal 

$550 

$550 

$650 

$750 

$900 

1967  

$21. 45 

$21.45 

0) 

(2) 

(3) 

1968  

21.45 

21.45 

$25.  35 

(2) 

(') 

1969-70  

24.  20 

24. 75 

29.95 

(?) 

(}) 

1971-72  

24. 20 

24.  75 

29.95 

$33.  75 

(}) 

1973  

26.68 

27.  50 

32.  50 

37. 50 

(}) 

1974  and  after    

26.  68 

27.  50 

32.  50 

37.  50 

$45.  00 

BENEFITS 

Worker  age  65  or  disabled  worker...  ... 

168.00 

193. 20 

221.00 

248.00 

288.00 

.Couple  age  65  or  disabled  worker  and  wife. 

252.00 

283.  20 

311.00 

338.  00 

378.00 

1  No  earnings  above  $6,600  ($550)  counted  for  contributions  or  benefits. 

2  No  earnings  above  $7,800  ($650)  counted  for  contributions  or  benefits. 

3  No  earnings  above  $9,000  ($750)  counted  for  contributions  or  benefits. 


2.  Cash  Benefit  Payments  in  Calendar  Year  1968  Under 
Various  Provisions  Included  in  the  Administration's 
Recommendations 

Payments 

Provision  [in  millions] 

15  percent  general  benefit  increase,  with  a  $70  minimum  benefit  $4,  001 

Special  minimum  of  $100  for  workers  with  at  least  25  years  of  coverage.  _  8 
Liberahzation  of  the  retirement  test — annual  $1,680  exempt  amount  and 

other  changes   140 

Cash  benefits  for  disabled  widows   71 

Increase  to  $50  ($75  for  a  couple)  in  special  payments  to  certain  people 

age  72  and  over   225 

Benefits  for  children  on  the  earnings  records  of  retired,  disabled,  or  de- 
ceased workers  (other  than  their  parents)  who  had  supported  them   11 

Benefits  for  parents  of  retired  or  disabled  workers   15 


Total 


4,  471 
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3.  A  General  Benefit  Increase  for  Current  and  Future 

Beneficiaries 

Present  law 

Monthly  benefits  range  from  $44  to  $142  for  retired  workers  now 
on  the  rolls  who  began  to  draw  benefits  at  age  65  or  later.  The 
maximum  benefit  idtimately  payable  imder  present  law  is  $168,  on 
the  basis  of  average  monthly  earnings  of  $550.  This  amount  is  not 
payable  to  any  person  now  on  the  roUs;  the  highest  possible  average 
monthly  earnings  for  a  retired  beneficiary  in  1967  is  $430,  since  he 
could  have  had  creditable  earnings  of  $6,600  in  only  1  year — 1966— 
and  earnings  must  be  averaged  over  at  least  5  years  in  retirement 
cases  if  a  $6,600  year  is  to  be  used. 

Pwposal 

Benefits  would  be  increased  across  the  board  by  at  least  15  percent, 
with  a  minimum  benefit  of  $70.  The  ultimate  monthly  benefit  for  a 
retired  worker  alone  would  be  increased  from  $168  to  $288.  The 
wife's  benefit  would  be  50  percent  of  the  worker's  benefit  up  to  $90. 

Effect  on  current  beneficiaries 

Monthly  benefits  would  range  from  $70  to  $163.30  for  retired 
workers  now  on  the  rolls  who  began  to  draw  benefits  at  age  65  or 
later.  (When  all  of  the  proposals  have  gone  into  effect,  in  1968, 
benefit  expenditures  will  have  increased  by  20  percent.) 

Under  the  proposal,  a  worker  getting  a  benefit  equal  to  the  average 
monthly  social  seciu'ity  benefit  now  paid  to  aU  retired  workers — $84  a 
month — would  get  a  benefit  of  $96.60,  an  increase  of  $12.60.  A  couple 
getting  a  benefit  equal  to  the  average  benefit  now  paid  to  aU  aged 
couples — $142  a  month — would  get  a  benefit  of  $163.30,  an  increase  of 
$21.30. 

The  $90  limitation  on  the  ^vife's  benefit  would  not  apply  to  anyone 
now  on  the  rolls.  In  fact,  no  one  can  get  a  wife's  benefit  as  high  as  $90 
under  present  law,  either  now  or  in  the  future. 

The  increase  would  be  effective  with  benefits  for  June  1967.  About 
$3.9  billion  will  be  paid  out  in  additional  benefits  in  the  first  12  months 
of  operation. 

Effect  on  current  workers  (future  beneficiaries) 

Current  workers  wiU  of  couse  pay  increased  contributions  under  the 
President's  recommendations.  In  return  they  ^vill  get  substantially 
improved  protection. 

A  worker  aged  50  in  1967  with  annual  earnings  of  $6,600,  for  ex- 
ample, Avould  get  a  monthly  retirement  benefit  at  age  65  of  $177.10 
under  the  President's  proposals,  an  increase  of  $23.10  a  month  over 
the  amount  he  would  get  under  present  law.  If  he  is  married,  he 
and  his  wile  would  get  monthly  benefits  at  age  65  of  $265.70 — $34.70 
a  month  more  than  would  be  payable  under  present  law.  If  he  died 
in  1975,  his  widow  and  child  would  receive  a  benefit  of  $257.20 — 
$33.60  more  than  is  provided  now.  And  his  widow  at  age  62  would 
get  a  monthly  benefit  of  $141.50 — $18.50  a  month  more  than  under 
present  law.  On  the  other  hand,  his  monthly  social  security  contri- 
butions would  be  $24.75 — 55  cents  more  than  under  present  law — ^in 
the  years  1969  through  1972,  and  $27.50 — 82  cents  more  than  under 
present  law — in  1973  and  thereafter. 

To  take  another  example:  A  worker  aged  35  or  less  in  1967  with 
annual  earnings  of  $4,800  woiUd  get  a  retirement  benefit  at  age  65 — 
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or,  if  he  becomes  disabled,  a  disability  benefit — of  $156.30  under  the 
proposal,  as  compared  with  $135.90  under  present  law.  If  he  were 
married,  he  and  his  wife  would  get  benefits  of  $234.50,  as  compared 
with  $203.90  under  present  law.  If  the  worker  died  in,  say,  1975,  at 
age  43,  and  left  a  widow  and  young  child,  his  survivors  would  get 
benefits  totaling  $234.60  a  month,  as  compared  with  benefits  of  $204 
under  present  law.  He  would  ultimately  pay  60  cents  more  a  month 
in  social  security  contributions  than  he  would  under  present  law. 

Both  of  these  are  examples  of  people  earning  at  or  below  the  present 
contribution  and  benefit  base — the  maximxmi  amount  of  earnings  tax- 
able and  creditable  toward  benefits  under  the  program.  These  people 
win  get  an  increase  of  15  percent  over  present  law.  Workers  whose 
earnings  are  above  the  present  base  wiU  get  a  still  larger  benefit  in- 
crease.   And,  of  course,  they  will  pay  more  in  contributions. 

For  example,  a  worker  aged  35  in  1967  with  annual  earnings  of 
$7,800  would  get  a  monthly  retirement  benefit  at  age  65  of  $206,  an 
increase  of  $44  a  month  over  the  amount  he  would  get  under  present 
law.  If  this  worker  died  in  1975,  his  widow  and  child  would  receive 
a  benefit  of  $281.40 — $50.40  more  than  is  provided  now.  And  his 
widow  at  age  62  would  get  a  monthly  benefit  of  $154.70 — $27.60  a 
month  more  than  under  present  law.  On  the  other  hand,  the  maxi- 
mum monthly  social  security  contributions  would  be  $32.50 — $5.82  a 
month  more  than  under  present  law. 

A  worker  age  50  in  1967  with  annual  earnings  of  $10,800  would  get  a 
retirement  benefit  at  age  65  of  $215  under  the  proposal,  as  compared 
with  $154  under  present  law.  If  he  were  married,  he  and  his  wife 
would  get  benefits  of  $305,  as  compared  with  $231  under  present  law. 
If  the  worker  died  in  1975  and  left  a  widow  age  62  or  older,  she  would 
get  a  benefit  of  $154.70  a  month,  as  compared  with  a  benefit  of  $123 
under  present  law.  He  would  pay  monthly  additional  social  security 
contributions  of  $3.90  in  1968,  $5.05  in  1969  and  1970,  $9.55  in  1971 
and  1972,  $10.82  in  1973  and  $18.32  in  1974  and  thereafter. 

4.  Special  Minimum  Benefit 

Present  law 

No  provision  for  a  special  minimum  for  long-service  workers. 
Proposal 

Under  the  President's  proposals  the  minimum  social  security  bene- 
fit applicable  to  everyone,  now  $44,  would  be  increased  to  $70.  In 
addition,  a  special  minimum  benefit  will  be  payable  to  people  who 
have  worked  for  many  years  in  jobs  covered  by  social  security.  The 
special  minimum  would  be  equal  to  $4  multiplied  by  the  number  of 
years  of  coverage  up  to  25,  so  that  it  would  be  $100  for  a  person  with 
25  or  more  years  of  coverage. 

BoAikground 

The  special  minimum  would  recognize  the  problem  of  those  who 
have  worked  imder  the  program  for  many  years  at  very  low  wages. 
At  the  same  time,  the  proposal  would  not  require  paying  as  much  as 
$100  in  benefits  to  people  who  were  attached  to  covered  employment 
only  occasionally  or  for  short  periods  and  who  were  not  dependent 
for  a  living  on  their  earnings  in  such  employment. 
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Efect  oj  the  proposal 

Every  insured  worker  retiring  at  or  after  age  65  would  be  paid  at 
least  $70,  regardless  of  how  long  he  worked  under  the  program.  But 
anyone  with  18  or  more  years  of  coverage  Avould  get  a  benefit  larger 
than  the  regular  $70  minimum.  A  person  Avith  18  years  of  coverage, 
for  example,  would  get  at  least  $72;  a  person  A\ith  20  years  of  coverage, 
$80;  one  with  25  or  more  years  of  coverage,  $100.  (In  any  case  where 
the  benefit  figured  under  the  regular  provisions  of  the  law  is  higher, 
the  higher  amount  would,  of  course,  be  paid.) 

Some  100,000  people  would  get  an  additional  $7  million  in  benefits 
during  the  first  12  months  of  operation  under  this  provision. 

5.  Liberalization  of  the  Retirement  Test 

Present  law 

Social  security  benefits  are  payable  in  full  if  a  person's  earnings  do 
not  exceed  $1,500  in  a  year.  If  earnings  exceed  $1,500,  $1  in  annual 
benefits  is  withheld  for  each  $2  of  earnings  between  $1,500  and  $2,700 
and  for  each  $1  of  earnings  over  $2,700.  Regardless  of  a  person's 
annual  earnings,  benefits  are  payable  in  full  for  any  month  in  which  he 
neither  earns  more  than  $125  in  wages  nor  renders  substantial  services 
as  a  self-employed  person. 

Proposal 

The  $1,500  exempt  amount  would  be  raised  to  $1,680,  the  monthly 
earnings  limit  would  be  raised  to  $140,  and  the  top  of  the  $l-for-$2 
range  would  be  raised  to  $2,880. 


Comparison  of  present  law  and  proposal 


Present  law 

Proposal 

Annual  exempt  amount  -  -   

$1,500  

$1,680. 
$140. 

$1,680  to  $2,880. 
Above  $2,880. 

Monthly  earnings  limit                              -  -  

$125  

$l-for-$2  adjustment    

$1,500  to  $2,700  

$l-for-$l  adjustment    

Above  $2,700  

Background 

A  basic  purpose  of  the  social  security  program  is  to  help  prevent 
dependency  by  providing  cash  benefits  to  a  worker  and  his  family  when 
their  usual  income  from  work  is  cut  off  or  reduced  because  of  the 
worker's  disability,  retirement,  or  death.  The  idea  is  that  since 
most  famihes  are  largely  dependent  on  earnings  from  work,  payments 
that  partially  replace  lost  earnings  are  needed  to  prevent  inseciu'ity 
and  dependency.  The  retirement  test  is  the  device  used  to  determine 
whether  a  loss  of  earnings  has  occurred.  When  earnings  are  not 
substantially  reduced,  the  worker  and  his  family  presumably  can  get 
along  on  those  earnings  as  they  did  before. 

If  there  were  no  retirement  test  in  the  law,  the  cost  of  the  program 
would  be  increased  by  0.70  percent  of  taxable  payroll — $2  bilUon  a 
year  now  and  more  in  future  years.  Most  of  this  $2  billion  Avould  go 
to  people  who  are  continuing  to  work  regularly  after  65  just  as  they 
did  at,  say,  50  or  55. 

A  test  of  retirement  has  been  included  in  the  law  ever  since  monthly 
benefits  first  became  payable  in  1940;  it  has  been  modified  several 
times  over  the  years,  but,  generally  speaking,  it  has  always  operated 
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to  limit  the  amount  of  benefits  that  a  person  who  works  full  time  at 
a  regular  job  can  get. 

Effect  of  the  proposal 

About  750,000  people  would  benefit  under  the  provision.  An  esti- 
mated $185  million  would  be  paid  out  in  additional  benefits  in  the 
first  full  year  of  operations. 

6.  Benefits  for  Disabled  Widows 

Present  law 

A  widow  under  60  is  without  social  security  protection  unless  she 
has  young  children  in  her  care  or  unless  she  has  sufficient  credit 
because  of  her  own  work  to  quahfy  for  disability  benefits. 

Proposal 

A  severely  disabled  widow  under  age  62  would  be  eligible  for  unre- 
duced cash  benefits  if  her  disability  began  before  her  husband's 
death  or  before  her  entitlement  to  benefits  as  a  mother  ended,  or  within 
7  years  after  either  event.  This  period  of  7  years  would  afford  the 
widow  a  reasonable  opportunity  to  work  long  enough  to  earn  sufficient 
social  security  coverage  to  qualify  for  disability  benefits  on  her  own 
earnings;  under  the  law  5  years  are  required  as  a  minimum. 

Background 

Under  present  law,  at  age  62  (or  age  60  if  she  chooses  to  receive  a 
reduced  benefit)  the  widow  may  be  entitled  to  widow's  benefits.  The 
need  for  benefit  protection  is  at  least  as  great  for  the  younger  widow — 
aged  55,  for  example — who  cannot  work  and  support  herself  because 
she  is  disabled  as  it  is  for  the  able-bodied  62-year-old  widow.  The 
proposal  would  provide  benefits  for  disabled  widows  under  age  62. 

The  definition  of  disability  in  present  law — inability  to  engage  in 
substantial  gainful  activity  because  of  an  impairment  that  is  expected 
to  last  at  least  12  months — will  be  applied  to  determine  whether  the 
widow  qualifies  for  benefits  on  the  basis  of  disability.  In  addition, 
other  provisions — such  as  a  waiting  period  before  benefits  may  begin — 
that  are  in  present  law  for  disabled  workers  would  be  extended  to  dis- 
abled widows. 

Effect  oj  the  proposal 

About  70,000  totally  disabled  widows  under  age  62  would  immedi- 
ately become  eligible  for  cash  benefits.  About  $75  million  in  additional 
benefits  would  be  paid  out  during  the  first  12  months  of  operation 
under  this  proposal.  These  70,000  disabled  widows  under  age  62,  as 
well  as  those  aged  62-65  and  disabled  (who  are  already  eligible  for  cash 
benefits) ,  will  also  have  protection  against  health  care  costs  under  the 
provision  extending  medicare  to  disabled  beneficiaries  (see  attached 
sheet  on  ''Extension  of  Health  Insurance  Protection  to  Disabled  Bene- 
ficiaries"). (Widows  aged  65,  of  course,  like  other  beneficiaries  65  and 
over,  are  already  covered  for  health  insurance  protection.)  Under  this 
proposal,  insurance  protection — cash  benefit  and  medicare  protection 
in  the  combined  events  of  the  disability  of  a  woman  and  the  death  of 
her  husband — would  be  extended  to  millions  of  women  under  age  62 
who  do  not  have  disability  insurance  protection  on  the  basis  of  their 
own  earnings. 
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7.  Extension  of  Health  Insurance  Protection  to  Disabled 

Beneficiaries 

Present  law 

Present  law  makes  health  insurance  protection  under  social  security 
(medicare)  available  only  to  persons  aged  65  and  over. 

Proposal 

Under  the  proposal,  medicare  protection — both  hospital  insurance 
and  medical  insurance — would  be  provided  beginning  January  1, 
1968,  for  people  who  are  under  65  but  getting  social  security  benefits 
because  they  are  severely  disabled  and  for  widows  between  the  ages 
of  62  and  65  who  are  disabled  but  who  are  getting  benefits  as  aged 
widows  rather  than  as  disabled  widows.  wSimilar  protection  would 
be  provided  for  disabled  railroad  retirement  beneficiaries. 

Financing 

Hospital  insurance  protection  for  the  disabled  would  be  financed 
by  social  security  contributions,  as  it  is  for  the  aged.  This  protection 
could  be  made  available  without  any  increase  in  the  hospital  insurance 
contribution  rate  because  of  the  additional  income  that  would  result 
from  the  increased  contribution  and  benefit  base.  Supplementary 
medical  insurance  protection  would  also  be  made  available  on  the 
same  basis  as  it  is  for  the  aged — that  is,  on  a  voluntary  basis,  with  the 
beneficiary  paying  a  monthly  premium  of  $3  and  the  Federal  Govern- 
ment paying  a  matching  amount. 

Background 

When  a  worker  becomes  severely  disabled,  just  as  when  a  worker 
becomes  old,  he  suffers  a  sharp  drop  in  income,  accompanied  by  an 
increase  in  the  cost  of  health  care.  According  to  a  survey  conducted 
by  the  Social  Security  Administration  in  1960,  about  1  out  of  5 
disability  beneficiaries  under  social  security  received  care  in  short- 
stay  hospitals  in  the  survey  year.  Excluding  hospitalization  in 
long-term  institutions,  half  of  those  hospitalized  were  in  the  hospital 
for  3  weeks  or  more.  Data  for  the  aged  showed  one  out  of  six  hospi- 
talized in  a  year  and  an  average  stay  of  15  days.  In  addition,  totally 
disabled  people,  as  do  the  aged,  have  difficulty  obtaining  adequate 
private  health  insurance. 

Efect  of  the  proposal 

Protection  would  be  extended  to  approximately  1.5  million  people — 
including  1.2  million  disabled  workers,  200,000  adults  getting  child- 
hood disability  benefits,  and  100,000  widows  under  age  65  who  are 
disabled.  (See  attached  sheet,  ''Benefits  for  Disabled  Widows." 
Benefit  payments  under  this  proposal  in  the  first  year  after  enactment 
are  expected  to  be  $225  million  under  the  hospital  insurance  program 
and  $100  million  under  the  medical  insurance  program. 

8.  Social  Security  Credit  for  Federal  Employment 
Present  law 

Employment  subject  to  the  staff  retirement  systems  for  Federal 
civilian  employees  is  excluded  from  social  security  coverage.  Since 
a  staff  retirement  system  places  primary  emphasis  on  adequate  retire- 
ment benefits  for  long-service  employees,  the  exclusion  of  Federal 
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employees  from  social  security  coverage  leaves  major  gaps  in  their 
protection.  During  the  first  5  years  of  Federal  employment,  a  worker 
has  no  survivorship  or  disability  protection  under  the  civil  service 
retirement  system.  If  he  leaves  after  5  or  more  years  of  Federal 
employment  he  ceases  to  have  survivorship  or  disability  protection 
based  on  his  years  of  Federal  service.  Of  the  many  workers  who  leave 
Federal  employment  before  retirement,  only  a  small  minority  will 
receive  a  retirement  benefit  based  on  their  Federal  service.  Many 
workers  with  Federal  employment  are  without  protection  under  any 
system  at  various  times.  For  most  of  those  Federal  workers  who 
retain  social  security  from  prior  employment  or  gain  it  by  future 
employment  the  level  of  protection  is  impaired  by  the  lack  of  social 
security  credit  for  the  time  spent  in  Federal  service. 

Proposal 

It  is  proposed  to  provide  social  security  credit,  through  transfers  of 
credit,  for  the  Federal  employment  of  workers  whose  Federal  service 
is  subject  to  the  civil  service  or  foreign  service  retirement  system  if 
benefits  are  not  payable  to  the  workers  or  their  families  under  the 
staff  system  at  the  time  they  retire,  become  disabled,  or  die.  (Under 
a  related  proposal,  provisions  would  be  added  to  the  civil  service  and 
foreign  service  retirement  systems  to  guarantee  that  workers  (and 
survivors)  who  qualify  under  these  systems  wiU  get  benefits — or  if  also 
eligible  for  social  security  benefits,  under  the  retirement  system  and 
social  security  together — that  are  at  least  at  the  level  that  would 
have  been  payable  if  their  Federal  employment  had  been  covered  under 
social  security).  The  cost  of  the  social  security  benefits  provided 
under  the  transfer-of-credit  plan  would  be  met  in  part  by  the  Govern- 
ment, as  employer,  and  in  part  by  those  employees  whose  credits 
would  be  transferred  to  social  security — amounts  equal  to  social 
security  employee  contributions  would  be  withheld  from  the  refunds 
of  their  civil  service  contributions  after  they  leave  Federal 
employment. 

Background 

Federal  personnel  in  the  Federal  uniformed  services  have  been 
covered  under  social  security.  Civilian  employees  of  the  Federal 
Government  are  the  only  large  group  that  are  still  excluded  from 
coverage  by  law.  There  is  considerable  mobility  of  employees  between 
the  Federal  service  and  employment  covered  by  social  security.  In 
the  course  of  a  year  350,000  may  enter  Federal  service  and  another 
350,000  may  leave.  A  study  of  separations  from  the  civil  service 
retirement  system  showed  that  less  than  8  percent  of  employees  who 
leave  employment  covered  by  the  retirement  system  retain  any 
protection  as  a  result  of  their  Federal  service.  Men  workers  consti- 
tute almost  60  percent  of  people  who  leave  and  retain  no  protection 
based  on  their  Federal  service. 

Effect  oj  the  proposal 

Over  the  years,  millions  of  people — workers  and  their  dependents — 
have  already  incurred  loss  or  impairment  of  protection  because  the 
workers  have  shifted  between  Federal  employment  and  employment 
covered  by  social  security.  The  proposed  transfer  of  credits  from 
Federal  service  to  social  security  would  prevent  these  serious  gaps 
in  protection  from  continuing  to  arise  in  the  future.    Adoption  of  this 
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proposal,  together  with  the  proposed  guaranteed  level  of  civil  service 
benefits  related  to  the  social  security  level,  would  assure  that  all 
Federal  workers — not  just  some  of  them — would  have  continuing  basic 
protection,  based  on  credit  for  all  of  their  years  of  work,  that  would  be 
comparable  to  that  afforded  virtually  all  other  workers  through  direct 
social  security  coverage. 

9.  Broader  Social  Security  Coverage  of  Farm  Employees 
Present  law 

The  earnings  of  a  hired  farmworker  are  covered  for  social  security 
purposes  in  regard  to  his  work  for  a  particular  employer  if  he  is  paid 
$150  or  more  in  cash  wages  by  that  employer  during  the  year  or  is 
employed  by  him  or  20  or  more  days  in  a  year  for  cash  pay  on  a  time 
basis  (per  hour,  day,  week,  or  month). 

Proposal 

It  is  proposed  to  reduce  the  annual  cash  wage  test  for  social  security 
coverage  from  the  present  $150  to  $50,  to  reduce  the  20-day  time  test 
to  10  days,  and  to  give  a  quarter  of  coverage,  to  a  total  of  four  in  a 
year,  for  each  $50  (rather  than  $100  as  at  present)  of  annual  covered 
farm  wages. 

Background 

There  is  a  clear  need  to  improve  the  social  security  protection  of 
hired  farmworkers.  Many  are  excluded  from  coverage  under  present 
law  for  part  or  all  of  their  farm  wages,  and  for  this  reason  may  not 
qualify  for  social  security  benefits  or  may  get  benefits  that  are  low 
because  they  do  not  reflect  the  worker's  earnings  from  all  of  his 
employers. 

Effect  of  the  proposal 

This  change  would  increase  the  social  security  protection  of  over 
500,000  farmworkers  who  woxild  have  all  or  a  larger  part  of  their  farm 
earnings  covered.  Some  of  these  workers  now  have  all  of  their  non- 
farm  but  none  or  only  a  part  of  their  farm  earnings  covered.  Others 
with  only  farm  earnings  meet  the  coverage  test  with  one  or  more  farm 
employers,  but  do  not  meet  the  test  with  all  their  employers  in  a  year. 

10.  Social  Security  Contributions  of  the  Self-Employed 
Present  law 

The  social  security  contribution  rates  paid  by  the  self-employed  for 
the  cash-benefits  part  of  the  social  security  program  are  set  at  roughly 
Iji  times  the  employee  rates.  Under  present  law,  the  rates  for  the 
self-employed  are  scheduled  to  increase  from  5.9  percent  in  1967  and 
1968  to  6.6  percent  in  1969  through  1972,  and  then  to  an  ultimate  rate 
of  7  percent  in  1973  and  after.  The  rate  the  self-employed  pay  for 
hospital  insurance  is  the  same  as  the  hospital  insurance  contribution 
rate  for  employees.  This  rate  is  scheduled  to  rise  from  0.50  percent  in 
1967  through  1972  to  an  ultimate  0.80  percent  in  1987  and  after. 

Proposal 

The  ultimate  contribution  rate  paid  by  the  self-employed  for  the 
OASDI  part  of  the  program  would  remain  7  percent  in  1973  and  after; 
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it  would  no  longer  be  figured  as  1)2  times  the  employee  rate  as  under 
present  law.  There  would,  though,  be  an  increase  in  the  rate  for  the 
self-employed  for  the  years  1969  through  1972  to  6.8  percent.  (There 
are  no  changes  in  the  social  security  contribution  rates  for  hospital 
insurance.) 

11.  Outpatient  Hospital  and  Diagnostic  Specialty  Benefits 
FOR  the  Aged  and  Disabled 

Present  law 

Under  present  law,  outpatient  hospital  diagnostic  services  are 
covered  under  the  hospital  insurance  provisions  of  title  XVIII  of  the 
Social  Security  Act  (pt.  A)  and  paid  for  from  the  hospital  insurance 
trust  fund.  Outpatient  hospital  therapeutic  services  are  covered 
under  the  medical  insurance  provisions  of  that  title  (pt.  B)  and  paid 
for  from  the  supplementary  medical  insurance  trust  fund.  The 
amount  payable  for  outpatient  hospital  diagnostic  services  is  80  per- 
cent of  their  reasonable  cost  after  a  $20  deductible  for  each  diagnostic 
study.  Payments  toward  the  $20  deductible  count  toward  the  $50 
annual  part  B  deductible.  The  amount  payable  for  other  hospital 
outpatient  services,  which  are  covered  under  part  B,  is  80  percent  of 
the  reasonable  cost  of  such  services  after  the  $50  deductible  has  been 
met. 

Under  present  law  the  medical  or  surgical  services  of  physicians 
(except  residents  or  interns  under  certain  training  programs)  are 
excluded  from  coverage  under  part  A  of  the  medicare  program.  Such 
services,  however,  including  those  performed  by  hospital-based 
physicians,  are  covered  under  part  B  of  the  program. 

Proposal 

Amend  title  XVIII  to  establish  a  new  part  C  which  will  include 
provisions  for  coverage  of  and  reimbursement  for  inpatient  diagnostic 
X-ray  and  inpatient  laboratory  services  and  all  outpatient  hospital 
services.  All  persons  who  are  eligible  for  part  A  benefits  will  be 
covered  for  all  the  costs  of  inpatient  diagnostic  X-ray  tests  and 
diagnostic  laboratory  tests.  Only  persons  enrolled  under  part  B  wUl 
be  eligible  for  outpatient  hospital  services  and  these  outpatient 
services  will  be  the  subject  to  the  part  B  deductible  and  coinsurance. 

The  objective  of  this  proposal  is  to  eliminate  certain  administrative 
complexities  that  have  arisen  under  present  law. 

Background 

Hospitals  have  encountered  difficulties  in  their  recordkeeping  and 
billing  because  of  the  need  to  distinguish  between  outpatient  diag- 
nostic services  covered  under  the  hospital  insurance  program  and 
those  outpatient  services  covered  under  the  medical  insurance  pro- 
gram and  the  need  to  determine  what  part  of  the  bill  the  patient  must 
pay.  Patients  have  experienced  much  confusion  because  of  the  special 
outpatient  diagnostic  deductible  and  fiscal  intermediaries  and  carriers 
have  experienced  complications  in  charging  the  appropriate  trust  fund 
the  proper  amount. 

A  problem  also  arises  under  present  law  from  the  need  for  hospitals 
to  establish  and  break  out  for  purposes  of  medicare  reimbursement 
the  component  of  laboratory  and  X-ray  ser^dces  which  represents 
hospital-based  physicians'  remuneration.    The  physician  component 


28 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


is  covered  under  the  medical  insurance  program  while  the  rest  of  the 
laboratory  and  X-ray  service  is  covered  under  hospital  insurance. 
Present  law  requires  a  separation  and  allocation  of  value  to  the 
physician's  service  for  purposes  of  collecting  deductibles  and  coinsur- 
ance and  determining  the  amount  payable  from  the  part  B  fund.  In 
some  cases  the  amount  involved  is  quite  small  and  the  collection  of 
the  amount  payable  by  the  patient  especially  troublesome. 

12.  Medicare   Payments   and   Medical   Facility  Planning 
Present  law 

Under  the  present  provisions  of  title  XVIII,  depreciation  on  build- 
ings and  equipment  is  an  allowable  cost  under  the  principles  of  reim- 
bursement for  provider  costs.  Funding  of  depreciation  is  not  required 
although  an  incentive  for  funding  is  provided  by  not  treating  invest- 
ment income  on  funded  depreciation  as  a  reduction  on  allowable 
interest  expense.  Also,  there  is  no  specific  restriction  on  payment  of 
depreciation  related  to  whether  the  depreciable  items  were  constructed 
or  purchased  in  conformance  to  any  type  of  planning  requirements. 
Similarly,  there  are  no  specific  restrictions  under  title  XIX  with 
respect  to  funding  depreciation  or  conforming  to  planning  require- 
ments. 

Proposal 

The  proposal  provides  that  depreciation  of  plant  and  equipment  will 
be  included  in  ''reasonable  cost"  only  if  a  provider  of  services  furnished 
satisfactory  assurance  that  it  will  (1)  set  aside  and  keep  separate 
amounts  paid  under  title  XVIII  for  depreciation,  and  (2)  not  utilize 
the  amounts  for  either  capital  or  noncapital  purposes  except  under 
conditions  approved  by  State  planning  agencies.  The  proposal  also 
provides  that  the  Secretary  would  make  agreements  with  the  ap- 
propriate State  agencies  to  utilize  their  services  to  determine  whether 
capital  expenditures  are  in  accordance  with  such  planning.  If  expendi- 
tures are  made  that  are  not  in  accordance,  there  would  be  authority  to 
appropriately  reduce  reimbursement  to  the  facility  making  them  or  to 
terminate  the  participation  agreement  with  the  facility.  Similar 
provisions  would  be  made  under  title  XIX.  The  proposal  would  be 
effective  with  respect  to  payments  for  services  provided  after  June 
30,  1968. 

Background 

The  medicare  program  has  assumed  responsibility  for  the  payment 
of  a  large  portion  of  hospital  and  other  institutional  costs  on  behalf 
of  older  people.  It  is  in  the  interest  of  not  only  the  contributors  to 
and  the  beneficiaries  of  the  program,  but  to  the  general  public  as 
well,  that  these  payments  be  made  in  a  manner  that  tends  to  encour- 
age maximum  efficiency  in  the  provision  and  use  of  health  facilities, 
equipment,  and  services.  Unnecessary  duplication  and  inefficient  use 
of  health  care  facilities  and  equipment  is  wasteful  in  terms  of  public 
moneys  and  scarce  health  personnel  and  is  a  significant  factor  in  the 
accelerating  costs  of  health  care.  The  work  of  various  State  and 
and  local  planning  groups,  private  health  cost  prepayment  organiza- 
tions, and  others  has  shown  that  there  is  real  promise,  through  area- 
wide  planning  programs,  for  an  improvement  in  the  quality  of  health 
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care  and  at  the  same  time  improvement  in  the  efficiency  with  which 
the  services  are  provided.  Moreover,  there  is  widespread  agreement 
among  the  purchasers  of  health  care  and  those  providing  it  that  finan- 
cial provision  for  the  replacement,  modernization,  or  expansion  of 
health  care  facilities  and  services  should  be  made  on  a  basis  consist- 
ent with  overall  community.  State,  and  regional  needs.  The  proposal 
would  coordinate  reimbursement  under  titles  XVIII  and  XIX  with  the 
planning  activities  being  carried  on  by  public  and  private  agencies. 

13.  Elimination  of  the  Requirement  of  Initial  Physician 

Certification 

Present  law 

Under  present  law,  payment  under  the  health  insurance  program 
may  be  made  for  inpatient  hospital  services  only  if  a  physician  certi- 
fies in  each  case  that  the  services  furnished  were  required  to  be  given 
on  an  inpatient  basis  for  an  individual's  medical  treatment,  or  that  an 
inpatient  diagnostic  study  was  medically  required.  In  addition,  when 
these  services  are  furnished  over  a  period  of  time,  the  law  requires,  as 
a  further  condition  of  pajrment,  a  physician  recertification  as  to  the 
continuing  need  for  these  services. 

Proposal 

It  is  proposed  to  eliminate  the  requirement  that  there  be  a  phy- 
sician's certification  for  each  case  admitted  to  a  general  hospital.  The 
physician  would  still  be  required  to  provide  certification  in  certain 
cases,  however.  Since  special  conditions  are  attached  to  payment  for 
services  furnished  by  psychiatric  and  tuberculoses  hospitals,  physician 
certification  for  inpatient  admission  to  such  institutions  is  important 
and  meaningful  and  would  be  retained.  Also  retained  would  be  the 
requirement  for  a  physician's  certification  after  inpatient  hospital 
services  have  been  furnished  over  a  period  of  time  as  is  now  done 
through  a  recertification  requirement.  (The  requirement  for  a  phy- 
sician's certification  for  outpatient  hospital  diagnostic  services  would 
also  be  eliminated  under  the  proposal  to  transfer  the  coverage  of  such 
services  to  the  new  pt.  C.) 

Background 

Many  physicians  are  opposed  to  the  concept  of  physician  certifi- 
cation; some  few  refuse  to  prepare  and  sign  the  required  statements. 
It  is  argued  that  the  fact  that  a  physician  has  a  patient  admitted 
to  the  hospital  is  sufficient  evidence  of  the  patient's  need  for  hospital 
services  and  that  this  is  fully  understood  within  the  medical,  hospital, 
and  private  health  insurance  communities.  The  house  of  delegates 
of  the  American  Medical  Association  has  adopted  a  resolution  urging 
the  AMA  to  work  for  the  repeal  of  the  certification  requirements. 

Effect  of  the  proposal 

Elimination  of  the  initial  certification  requirement  for  all  general 
hospital  admissions  will  avoid  some  unnecessary  paperwork  and  has 
the  potential  for  resulting  in  better  emphasis  on  utilization  review 
since  what  is  removed  is  largely  pro  forma.  The  procedure  that 
would  be  followed  to  avoid  payment  for  unneeded  care  would  include 
screening  by  the  administering  agencies  to  isolate  those  cases  in 
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which  the  diagnosis  and  treatment  raised  questions  about  the  medical 
necessity,  and  action  would  be  taken  to  resolve  these  questionsi 
These  steps  would  be  taken  in  addition  to  those  of  the  hospita. 
utilization  review  committees,  which  generally  review  admissions 
on  a  sample  basis. 

14.  Health  Insurance  Payments  to  Federal  Facilities 
Present  law 

Present  law  prohibits  payment  under  the  hospital  insurance  pro- 
gram or  the  supplementary  medical  insurance  program  to  any  Federal 
provider  of  services  (except  to  a  provider  of  services  which  serves  the 
public  generally  as  a  community  institution  or  agency  and  except  for 
emergency  services  under  the  hospital  insurance  program) . 

Proposal 

This  proposal  would  remove  the  prohibition  against  payments  to 
Federal  providers  of  services.  It  is  substantially  the  same  as  the 
proposal  submitted  by  the  administration  to  the  Congress  in  1966. 

Background 

Services  rendered  in  State  and  local  hospitals  are  now  covered  and 
it  is  reasonable  that  similar  services  rendered  in  Federal  hospitals 
should  also  be  covered.  If  Federal  facilities  were  included  under  the 
medicare  system,  there  would  be  some  savings  to  the  general  tax- 
payer, since  he  would  not  have  to  pay  through  other  taxes  to  meet 
hospital  and  doctor  expenses  of  some  individuals  who  are  covered  by 
the  medicare  system  and  receive  care  in  Federal  facilities. 

Efect  oj  the  proposal 

The  proposal  would  lead  to  a  decrease  of  about  $100  million  in 
general  revenue  expenditures  in  the  first  full  year. 

15.  Coverage  of  Podiatrists'  Services  Under  the  Medical 

Insurance  Program 

Present  law 

Under  present  law,  payment  may  not  be  made  under  the  medical 
insurance  program  for  the  services  of  podiatrists. 

Proposal 

The  proposal  would  cover,  under  medicare,  services  rendered  by  a 
podiatrist  where  the  service  is  of  a  type  covered  if  performed  by  a 
physician.  In  line  with  the  exclusion  under  present  law  of  such 
services  as  routine  physical  checkups,  fitting  or  changing  eyeglasses, 
examinations  for  hearing  aids,  and  immunizations,  the  proposal  would 
exclude  routine  foot  care,  such  as  treatment  of  corns  or  calluses  and 
the  trimming  of  nails.  This  exclusion  would  apply  to  routine  foot 
care  whether  provided  by  a  medical  doctor  or  a  podiatrist. 

Background 

Doctors  of  podiatry  or  surgical  chiropody  are  respected  members 
of  the  health  services  team  and  often  perform  their  services  in  coopera- 
tion with  medical  doctors.  In  addition,  the  aged  often  use  the  services 
of  podiatrists  rather  than  medical  doctors  for  the  care  and  treat- 
ment of  foot  diseases  where  either  health  practitioner  may  perform 
adequately. 
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16.  Increase  in  Special  Payments  to  Certain  People  Age  72 

AND  Older 

Present  law 

Under  the  1965  amendments,  special  payments  ($35  a  month  for 
a  worker  or  a  widow;  $17.50  for  a  wife)  were  provided  for  certain 
people  age  72  and  over  on  the  basis  of  less  work  than  is  needed  to 
meet  the  regular  work  requirements.  The  cost  of  payments  under 
this  provision  is  met  out  of  the  OASI  trust  fund. 

Under  the  Tax  Adjustment  Act  of  1966,  special  payments  of  $35  a 
month  ($52.50  for  a  couple)  were  provided  for  certain  people  age  72 
and  over  who  had  no  work  or  who  had  some  work  but  not  enough  to 
meet  the  regular  work  requirements  and  did  not  qualify  under  the 
1965  amendments.  Payments  under  this  provision  are  reduced  by 
the  amount  of  any  pension,  retirement  benefit,  or  annuity  that  a 
person  is  receiving  from  any  governmental  system.  In  addition,  the 
special  payment  is  suspended  for  any  month  for  which  the  beneficiary 
gets  payments  under  a  federally  aided  public  assistance  program. 
The  cost  of  the  payments  under  this  provision  to  people  who  have 
never  worked  or  who  have  earned  credit  for  no  more  than  one-half 
year's  work  under  social  security  is  met  out  of  general  revenues.  The 
cost  of  the  payments  under  this  provision  to  people  with  credit  for 
more  than  one-half  year's  work  under  social  security  is  met  by  the 
old-age  and  survivors  insurance  trust  fund. 

Proposal 

The  special  payments  under  both  of  the  special  provisions  will  be 
increased  to  $50  ($75  for  a  couple) — an  increase  of  43  percent. 

Effect  of  the  proposal 

About  1.2  million  people  will  qualify  for  some  payments  or  higher 
payments  as  a  result  of  this  proposal;  $240  million  in  additional  bene- 
fits would  be  paid  out  during  fiscal  year  1968;  $215  million  of  this 
amount  wiU  be  met  from  general  revenues. 

17.  Miscellaneous  and  Technical  Amendments 

The  bill  includes  a  number  of  technical  amendments  that  are 
designed  to  facilitate  administration  of  the  program,  to  close  relatively 
small  gaps  in  the  protection  it  provides,  or  to  rectify  certain  minor 
anomalies  in  the  present  law.  These  amendments,  with  a  short 
description  of  the  purpose  of  each,  are  listed  below: 

(1)  Eligibility  of  certain  children  for  monthly  benefits. — The  bill 
would  provide  for  the  payment  of  child's  benefits,  based  on  the  earnings 
record  of  a  worker  who  was  not  the  child's  parent,  to  a  child  who  was 
living  with  and  supported  by  the  worker  for  at  least  a  year  before  the 
worker  died  or  at  least  5  years  before  the  worker  became  disabled  or 
retired.  Under  this  provision  about  15,000  people  would  be  affected 
immediately  and  $11  million  would  be  paid  out  in  calendar  year  1968. 

(2)  Eligibility  of  an  adopted  child  for  monthly  benefits. — The  bill 
would  provide  an  alternative  to  the  present  provision  under  which  a 
child  may  be  considered  the  adopted  child  of  a  deceased  worker  if  the 
child  is  adopted  by  the  worker's  widow  within  2  years  of  the  worker's 
death.  Under  this  alternative  the  child  would  qualify  as  the  worker's 
child  if  he  was  living  in  the  worker's  household  when  the  worker  died 
and  if  proceedings  for  the  adoption  had  begun  before  the  worker  died, 
regardless  of  whether  the  adoption  was  completed  within  2  years. 
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(3)  Parenfs  insurance  benefits. — The  bill  Avould  provide  for  the  pay- 
ment of  benefits  to  the  parents  of  retired  and  disabled  workers.  The 
benefits  for  the  dependent  parents  of  living  workers  would  be  residual 
and  would  be  actuarially  reduced  if  taken  before  age  65.  Under  this 
provision  about  30,000  people  Avould  be  affected  immediately  and  about 
$15  million  would  be  paid  out  in  the  first  full  year. 

The  combined  cost  of  the  above  provisions  for  paying  benefits  to 
children  and  the  provision  for  parent's  benefits  is  0.01  percent  of 
payroll. 

(4)  Underpayments. — Provides  that  claims  for  underpayments 
would  be  paid  according  to  the  following  order  of  priority:  (1)  To  the 
surviving  spouse  who  was  living  with  the  underpaid  beneficiary,  (2)  to 
the  surviving  spouse  who  was  entitled  to  benefits  on  the  same  earnings 
record  as  the  underpaid  beneficiary,  (3)  to  his  child,  (4)  to  the  legal 
representative  of  the  estate,  and  (5)  to  the  relative  who  the  Secretary 
determines  to  be  the  proper  person  to  receive  the  payment  on  behalf 
of  the  underpaid  beneficiary's  estate.  Under  present  law  underpay- 
ments, with  some  exceptions,  can  be  made  only  when  there  is  a  legal 
representative  of  the  estate.  Also  provides  for  payment  of  supple- 
mentary medical  insurance  benefits  in  cases  where  the  beneficiary  dies 
before  reimbursement  under  the  program  is  made. 

(5)  Simplification  qf  computation  of  benefits  based  on  1937-50 
wages. — In  order  to  facilitate  administration,  the  bill  would  revise  the 
benefit-computation  provisions  so  that  for  benefits  based  on  earnings 
in  years  prior  to  1951  machine,  rather  than  manual,  procedures  could 
be  used. 

(6)  Shrimpboat  fishermen  and  truck  loaders  and  unloaders. — The 
bill  would  clarify  that  the  workers  on  fishing  boats  are  generally 
employees  of  the  boatowners,  lessees  or  operators  and  that  the  workers 
who  load  and  unload  trucks  are  generally  employees  of  the  truck- 
owner. 

(7)  Definition  of  widow,  widower,  and  stepchild. — The  bill  would 
change  the  present  1-year  duration  of  relationship  requirement  in 
the  definition  of  mdow,  AAddower,  and  stepchild  to  enable  certain 
additional  survivors  to  qualify  for  benefits. 

(8)  Extension  of  time  for  filing  report  of  earnings. — The  bill  would 
permit  the  Secretary  to  grant  a  beneficiary  an  extension  of  time 
(not  to  exceed  3  months)  for  making  the  report  of  earnings  required 
under  the  retirement  test. 

(9)  Penalties  for  failure  to  file  timely  report. — The  bill  would  reduce 
the  penalty  for  a  beneficiary's  first  failure  to  file  a  timely  report  of 
earnings  for  purposes  of  the  retirement  test  where  the  amount  of 
benefits  withheld  on  account  of  earnings  is  less  than  1  month's  benefits. 
It  would  also  change  the  penalties  for  second  and  subsequent  failures 
to  file  timely  reports  of  certain  events  that  are  required  to  be  reported 
so  that  they  are  similar  to  the  present  penalties  for  second  and  sub- 
sequent failm'es  to  file  timely  reports  of  earnings. 

(10)  Limitation  on  payment  of  retroactive  benefits  in  certain  cases. — 
The  bill  would  provide  that  when  benefit  payments  are  resumed  to 
people  from  whom  the  benefits  have  been  withheld  because  they  resided 
in  a  country  in  which  conditions  were  such  that  they  could  not  be 
assured  of  receiving  the  full  value  of  the  benefit,  the  accumulated 
monthly  benefits  payable  on  the  account  of  a  deceased  beneficiary 
for  months  after  the  effective  date  of  the  amendment  would  not  exceed 
the  equivalent  of  12  months'  benefits. 
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(11)  Statute  oj  limitations  jor  self-employment  income. — The  bill 
would  modify  t  he  satute  of  limitations  to  permit  a  worker's  earnings 
record  to  be  revised  at  any  time  to  give  social  security  credit  for  any 
self-employment  income  on  which  the  Internal  Revenue  Service  has 
assessed  social  security  taxes. 

(12)  Increase  in  membership  of  the  National  Medical  Review  Com- 
mittee.— The  biU  would  increase  the  membership  of  the  National 
Medical  Review  Committee  from  nine  to  16  members  and  the  term 
of  office  from  3  to  4  years. 

(13)  Enrollment  under  medicare  based  on  an  alleged  date  of  attain- 
ment of  age  65. — The  bill  would  permit  certain  persons  who  are  found 
to  have  been  mistaken  about  their  age  to  use,  for  purposes  of  enrolling 
under  supplementary  medical  insurance,  a  date  of  attainment  of  age 
65  that  is  later  than  their  actual  attainment  of  age  65. 

(14)  Services  if  interns  and  residents  as  inpatient  hospital  services. — 
The  biU  would  amend  the  definition  of  ''inpatient  hospital  services"  to 
include  the  services  of  certain  medical  school  graduates  taking  part  in 
prepractice  programs. 

(15)  Payment  for  purchase  of  durable  medical  equipment. — The  bill 
would  provide  explicitly  for  coverage  under  the  supplementary  medical 
insurance  program  of  the  purchase  of  durable  medical  equipment  under 
arrangements  whereby  the  equipment  becomes  the  property  of  the 
patient  after  the  purchase  price  has  been  paid  in  rent. 

(16)  Furnishing  consultative  services  to  laboratories. — The  bill  would 
authorize  the  Secretary  to  use  the  services  of  State  agencies  to  provide 
consultative  services  to  independent  laboratories  and  to  pay  for  the 
cost  of  such  services. 

(17)  Limitation  on  reduction  of  90  days  of  inpatient  hospital  services. — 
The  bill  would  amend  the  provision  in  present  law  requiring  that  in  the 
first  spell  of  illness  the  90  days  of  inpatient  hospital  services  be  reduced 
by  any  prior  days  of  stay  in  a  psychiatric  or  tuberculosis  hospital  so 
that  the  reduction  will  clearly  apply  only  to  days  of  inpatient  psy- 
chiatric or  tuberculosis  hospital  services. 

(18)  Medicare  benefits  to  individuals  who  die  in  the  month  of  attain- 
ment of  age  65. — The  bill  would  amend  the  law  to  make  it  clear  that 
an  individual  is  entitled  to  health  insurance  benefits  on  the  first  day 
of  the  month  in  which  he  would  have  attained  age  65  if  he  is  otherwise 
entitled  but  dies  in  the  month  of  attainment  and  before  the  date  of 
attainment. 

(19)  Extend  deadline  for  trustees^  reports. — The  bill  would  provide 
that  the  trustees  of  the  social  seciu-ity  trust  funds  must  submit  their 
reports  to  Congress  no  later  than  April  1  of  each  year  instead  of 
March  1. 

(20)  Redesignation  of  old-age  insurance  benefits. — The  bill  would 
substitute  the  term  "retirement"  for  the  term  "old-age"  wherever  it 
appears  in  the  law. 

18.  Increase  in  the  Contribution  and  Benefit  Base 
Present  law 

The  maximum  amount  of  earnings  taxable  and  creditable  toward 
social  security  benefits — the  contribution  and  benefit  base — is  now 
$6,600. 
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Proposal 

The  ultimate  base  in  the  law  would  be  increased  to  $10,800,  to  be 
reached  in  three  steps— $7,800  in  1968,  $9,000  in  1971,  and  $10,800 
in  1974. 

Background 

An  increase  in  the  contribution  and  benefit  base  ^vill  strengthen  the 
effectiveness  of  the  program. 

As  earnings  levels  increase,  a  larger  proportion  of  workers  have 
earnings  above  the  base,  and  a  smaller  proportion  of  workers  get 
benefit  protection  related  to  their  full  earnings.  The  $6,600  base, 
which  now  covers  all  the  earnings  of  about  75  percent  of  covered 
workers,  \\all  cover  all  the  earnings  of  only  about  67  percent  of  covered 
workers  in  1974.  Under  the  proposed  increases  in  the  base,  87  percent 
of  covered  workers  ^vill  have  all  their  earnings  covered  in  1974.  This 
would  still  be  less  than  the  situation  contemplated  when  the  program 
was  enacted  in  1935;  the  $3,000  base  provided  in  the  original  act 
would  have  covered  the  full  earnings  of  97  percent  of  all  workers. 

Increases  in  the  contribution  and  benefit  base  result  in  savings  in 
the  cost  of  the  program  as  a  percentage  of  payroU.  Even  though 
higher  benefits  are  provided  on  the  basis  of  the  additional  earnings 
that  are  taxed  and  credited,  the  cost  of  providing  these  higher  bene- 
fits is  less  than  the  additional  income  produced  by  raising  the  base 
when  both  the  employer  and  employee  ccntributions  are  taken  into 
account. 

Effect  of  the  proposal 

When  the  contribution  and  benefit  base  is  increased,  workers  who 
earn  above  the  former  base  will  get  very  much  larger  benefits  than  ' 
they  would  if  the  base  had  not  been  incrc  ased.  A  man  age  50  in  1968, 
for  example,  who  earns  $7,800  a  year  until  he  is  65  wiQ  get  a  benefit  of 
$192.10  at  age  65 — 24  percent  higher  than  he  would  get  if  no  change 
were  made  in  present  law.  If  he  earns  $9,000  a  year  his  benefit  wHl 
be  $204 — 32  percent  higher — and  if  he  earns  $10.;  00  a  year  his  bene- 
fit will  be  $218—41  percent  higher.  A  man  age  30  in  1968  has  35 
years  to  go  before  reaching  age  65 :  If  he  earns  $7,800  a  year  he  will 
get  a  benefit  of  $218  at  age  65 — 31  percent  more  than  if  no  change 
were  made  in  present  law;  if  he  earns  $9,000  a  j^ear  his  benefit  will 
be  $241 — 44  percent  higher;  and  if  he  earns  $10,800  a  year  his  benefit 
will  be  $271—62  percent  higher. 

Thus,  the  longer  a  person  is  able  to  work  and  earn  at  the  higher 
levels  that  would  count  toward  social  security  under  the  proposed  in- 
creases in  the  contribution  and  benefit  base,  the  greater  his  protection 
under  social  security  will  be.  This  is  true  not  only  with  respect  to 
retirement  benefits  but  in  disability  and  survivorship  protection  as 
well. 

In  survivor  and  disability  cases  benefits  would  reflect  the  higher 
earnings  creditable  under  the  new  base  fairly  quickly.  In  cases  where 
the  worker  was  quite  young  when  he  died  or  became  disabled,  the 
maximum  benefit  payable  following  each  increase  in  the  base  could  be 
payable  as  early  as  the  first  or  second  3^ear,  respectively,  after  the 
particular  increase  becomes  effective. 

In  general,  the  group  of  workers  who  enter  the  sj^stem  at  age  21 
with  earnings  at  or  above  the  $10,800  base,  as  well  as  aU  other  workers, 
would  get  insurance  protection  under  the  program  equal  to  or  greater 
than  the  value  of  their  contributions. 
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As  a  result  of  the  proposed  increases  in  the  earnings  base,  the  cost 
of  the  changes  recommended  for  the  hospital  insurance  program  could 
be  financed  under  the  present  schedule  of  hospital  insurance  contribu- 
tion rates.  In  addition,  the  savings  resulting  from  the  higher  base 
would  finance  a  substantial  part  of  the  cost  of  the  changes  recom- 
mended in  the  old-age,  survivors,  and  disability  insurance  program. 

19.  Financing  the  President's  Proposals 

At  the  present  time,  the  social  security  program  has  a  significantly 
favorable  actuarial  balance;  that  is,  it  is  expected  that  over  the  long- 
range  future  the  income  to  the  program  wHl  considerably  exceed  the 
costs  of  the  program. 

The  benefit  improvements  recommended  by  the  President  will  cost 
about  percent  of  covered  payroll.  It  is  possible  to  meet  about 
half  of  the  cost  of  the  recommended  benefit  improvements  from  this 
present  favorable  balance. 

The  remainder  of  the  cost  of  the  proposed  changes  would  be  met 
through  a  slight  increase,  in  steps,  in  the  social  security  contribution 
rates  for  the  cash  benefits  part  of  the  program  and  by  increasing  the 
maximum  amount  of  annual  earnings  subject  to  the  tax  and  used  in 
computing  benefits. 

The  cash  benefit  contribution  rate  of  3.9  percent  in  the  present  law 
would  continue  through  1968.  The  scheduled  rate  increase  in  1969 
to  4.4  percent  would  be  increased  to  4.5  percent.  The  ultimate  rate 
of  4.85  percent  scheduled  for  1973  would  be  increased  to  5  percent. 

The  earnings  base  on  which  contributions  and  benefits  are  computed 
would  be  increased  from  $6,600  a  year  at  present  to  $7,800  in  1968, 
$9,000  in  1971  and  $10,800  in  1974. 

The  rate  increase  averaged  over  a  long  time  would  be  equivalent  to 
one-fourth  of  1  percent  of  payroll;  the  earnings  base  increase  is 
equivalent  to  one-half  of  1  percent  of  payroll.  These  two  financing 
recommendations  would  yield  income  equal  to  three-fourths  of  1 
percent  of  pajrroll,  which,  when  combined  with  the  actuarial  balance 
of  the  present  system,  would  fully  meet  the  cost  of  the  recommenda- 
tions. 


Financing  social  security  cash  benefits — Percent  of  payroll 

Level  cost  of 
of  benefits 

Level  equiva- 
lent of  income 

Balance 

Present  program.  .       _  _  . 

8. 79 

-.50 
1.36 
.12 

9.  53 

+0.  74 

Proposals: 

Contribution  base                .  _ 

Benefit  increase..  .  

Other  improvements             ........  ... 

Contribution  rates.               .  .... 

.25 
9.78 

Proposed  program    . 

9.  77 

+.  01 

Present  and  proposed  OASDI  contribution  rates 

Year 

Employee  and  employer, 
each 

Self-employed 

Present  law  i 

Proposed  2 

Present  law » 

Proposed  2 

1967-68  

Percent 
3.9 
4.4 
4. 85 

Percent 

3.9 
4.5 
5.0 

Percent 

5.9 
6.6 
7.0 

Percent 

5.9 
6.8 
7.0 

1969-72....  

1973  and  after  

» $6,600  earning  base. 

2  $7,800  earnings  base  eflective  1968  through  1970;  $9,000  earnings  base  effective  1971  through  1973;  and 
$10,800  earnings  base  effective  1974  and  thereafter. 
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20.  Adequate  Support  for  Needy  Children 
Background 

A  family  of  four  with  an  income  of  $3,100  or  less  is  living  in  poverty, 
as  defined  by  the  Social  Secm'ity  Administration  and  the  Office  of 
Economic  Opportunity.  A  family  at  this  level  or  below  is  considered 
to  be  too  poor  to  provide  for  its  basic  human  needs  in  the  United  States 
today. 

More  than  3  million  children  in  families  dependent  on  public  assist- 
ance live  below  the  poverty  level.  In  figuring  public  assistance  pay- 
ments, each  of  the  50  States  makes  its  own  definition  of  minimum 
need.  Although  a  few  States  define  need  at  or  above  the  poverty 
level,  no  State  pays  as  much  as  that  amount. 

Moreover,  33  States  provide  less  support  for  needy  children  than 
the  standards  the  States  themselves  have  set  as  necessary  to  meet 
basic  human  needs.  The  record  for  these  33  States  is  shown  in  the 
table  below,  which  shows  actual  support  for  needy  children  as  a 
percentage  of  the  State's  own  minimum  standard: 


states  Percent 

Oregon,  California,  New  Mexico,  Idaho   90-99 

Colorado,  South  Dakota,  West  Virginia,  Ohio,  Virginia,  Wyoming,  Wash- 
ington  80-89 

Kentucky,  Michigan,  Iowa,  Utah   70-79 

Georgia,  Tennessee,  Texas,  Vermont,  Louisiana,  Delaware   60-69 

Maine,  Arkansas,  Arizona,  Missouri   50-59 

Nevada,  South  Carolina,  Indiana,  Nebraska   40-49 

Alaska,  Alabama,  Florida   30-39 

Mississippi   20-29 


In  seven  States — Alabama,  Arkansas,  Florida,  Georgia,  Mississippi, 
South  Carolina,  and  West  Virginia — a  family  consisting  of  a  mother 
and  three  children  receiving  assistance  must  live  on  less  than  $120 
a  month. 

Low  levels  of  financial  aid  make  it  difficult  or  impossible  for  de- 
pendent families  to  buy  the  basic  necessities  for  their  children: 
decent  food,  clean,  warm  housing,  medical  care,  clothing.  Low  levels 
of  aid  tend  to  keep  families  and  children  dependent. 

The  proposal 

The  President  proposes  legislation  to  require  the  States  to  meet 
their  own  standards  of  what  is  needed  to  support  a  child  by  July  1969. 

The  Social  Security  Act  would  be  amended  to  require  States  to 
meet  minimum  need  as  each  State  itself  defines  it  (see  table  attached) 
in  its  AFDC  program. 

States  would  also  be  required  to  bring  their  standards  of  need  up 
to  date  by  July  1,  1969,  and  to  update  them  annually  thereafter. 
Even  though  about  half  the  States  updated  their  minimum  standards 
this  year,  most  States  have  not  been  doing  so  annually. 

The  amendment  would  also  require  States  to  maintain  their  stand- 
ards of  need  at  a  level  not  less  than  two- thirds  of  the  income  level  set 
for  medical  assistance  eligibility.  That  is,  if  a  family  of  four  is  eligible 
for  medical  assistance  with  an  income  up  to  $3,800,  for  example, 
then  the  minimum  income  standard  for  AFDC  payments  could  not 
be  less  than  $2,533. 
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Aid  to  families  with  dependent  children:  Percent  thai  highest  monthly  amount  payable 
for  basic  needs  for  family  of  specified  composition  and  living  in  rented  quarters 
represents  of  total  monthly  cost  standard  for  basic  needs  of  such  family,  by  State, 
January  1965  ^ 


State 


Family  consisting  of  mother 
(35),  boy  (14),  girl  (9), 
and  girl  (4),  and  Living  in 
rented  quarters  2 


Total 
monthly  cost 
standard  for 
basic  needs 


(I) 


Highest 
monthly 

amount  pay- 
able for 

basic  needs  ^ 

(II) 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado   

Connecticut  

Delaware  

District  of  Columbia 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada   

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma  

Oregon  

Peimsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont  

Virgin  Islands  

Virginia  

Washington  

West  Virginia  

Wisconsin  

Wyoming  


SSI  77  no 

$67.26 

38.0 

376.00 

140.00 

37.2 

232.00 

134.00 

57.8 

124.00 

71.00 

57.3 

229.40 

215.00 

93.7 

173  00 

141  62 

81  .y 

iiou .  00 

230  35 

inn  n 

JlUU.U 

214.00 

149.00 

69  6 

166.00 

166.00 

100  0 

oni  fifi 
iiUi .  uu 

7B  nn 
/B .  uu 

00.0 

lol.  00 

1  no  nn 
luy.  uu 

60. 1 

1  on  on 

1 Q7  on 

Vol  .  i\} 

1  nn  n 
lUU.  u 

^uy.  lu 

oni  1  n 

ZUl.  lU 

OA  0 

yo.  z 

18/.  oD 

18/.  OD 

1  nn  n 

lUU.  u 

223.  87 

110.  00 

49. 1 

253.  70 

1  on  00 
lyu.  iiV) 

75.  0 

1  ci;  no 
180.  uy 

1  fif;  no 
180.  uy 

1  fwi  n 
lUU.  u 

lyo.  uu 

loo. 

7n  Q 
/u.  0 

LXy*.  1 0 

1  no  nn 
IU8.  uu 

Ri;  R 
DO.  0 

900  nn 

LLL^  uu 

124  00 

00.  y 

167.  50 

167.  50 

100.  0 

221.  20 

221.  20 

100.  0 

ooQ  nn 
iio.  uu 

1  Rn  /in 
IDU.  uu 

71. 7 

202.  27 

202.  27 

100.  0 

175.  62 

50.00 

28.5 

188.  95 

110.  00 

58  2 

216'.  75 

216!  75 

looio 

261.  50 

130.00 

49.7 

259.  75 

120.00 

46.2 

183.00 

183.00 

100.0 

245. 80 

245. 80 

100.0 

195.  50 

185.  72 

95.0 

255.  65 

255. 65 

100.0 

152.  50 

152.  50 

100.0 

233.00 

233.00 

100.0 

165.00 

142.  50 

86.4 

163. 00 

163.00 

100.0 

198.  75 

185.  24 

93.2 

163. 40 

163.  40 

100.0 

82.26 

27.15 

33.0 

167.  55 

167.  55 

100.0 

148.25 

72.00 

48.6 

225.  50 

180.  40 

80.0 

160.  45 

100.00 

62.3 

153. 95 

98.00 

63.7 

227. 40 

176.00 

77.4 

213.65 

140.00 

65.5 

104.00 

104.00 

100.0 

187.00 

162.  50 

86.9 

238. 30 

209.70 

88.0 

143. 97 

122.37 

85.0 

225.75 

225. 75 

100.0 

229. 80 

200.00 

87.0 

1  Includes  data  for  53  States;  data  not  available  for  Guam. 

2  The  specified  type  of  family  is  assumed  to  need  amounts  for  rent  and  utilities  that  are  at  least  as  large 
as  the  maximum  (or  other)  amounts  reported  by  the  State  for  these  items.  The  family  is  also  assumed 
to  have  no  income  other  than  assistance. 

3  For  the  specified  type  of  family,  represents  the  smallest  of  the  following:  (1)  The  amount  of  the  State's 
usual  lesjal  or  administrative  maximum  on  money  payments  to  recipients;  (2)  an  amount  resulting  from 
the  application  of  a  percentage  or  flat  reduction  to  the  amount  of  determined  need;  or  (3)  the  amount  of 
the  total  cost  standard  for  basic  needs  (for  States  with  usual  legal  or  administrative  maximums  above  the 
total  cost  standard  for  basic  needs  and  for  States  without  such  maximums). 
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EXCERPTS  FROM  THE   MESSAGE   OX   OLDER  AMERICANS  DELIVERED  BY 
PRESIDENT  JOHXSOX  JAXL'ARY  23,  1967 

(1)  Despite  these  improvements  in  social  security,  many  elderly 
Americans  will  continue  to  depend  on  public  assistance  payments  for 
the  essentials  of  life.  Yet  these  welfare  programs  are  far  behind  the 
times.  While  many  States  have  recently  improved  their  eligibility  stand- 
ards for  medical  assistance,  their  regular  welfare  stzndards  are  woefully 
inadequate.'' 

"In  nine  States,  the  average  amounts  paid  for  old-age  assistance  are 
as  low  as  $50  a  month,  or  less." 

Average  payments  to  recipients,  October  1966: 


Fla   $48.  90 

Ga   47.  85 

Ind   49.  00 


Maine  $50.  10 

Miss   39.  20 

Nebr   46.  20 


Oreg   $47.50 

S.C   41.  30 

W.  Va   44.  75 


(2)  "Twenty-seven  States  do  not  even  meet  their  own  minimum  stand- 
ards for  welfare  payments." 

Twenty-four  States  ^  were  meeting  less  than  their  minimum  stand- 
ards (100  percent  of  basic  need)  according  tj  ths  lat9st  bieanial 
report  (January  1965).  Figures  for  1967  are  not  available  but  wjuld 
probably  reflect  changes  in  some  States. 


state 


Alabama  

Alaska  

Arizona  

Arkansas  

Delaware  

Florida  

Georgia  

Indiana  

Lentucky  

Louisiana  

Michigan  

Minnesota  

Mississippi  

Missouri  

Nebraska  

New  Mexico. 
South  Carolina 
South  Dakota - 

Tennessee  

Utah  

Vermont  

West  Virginia.. 

Wisconsin  

Wyoming  


Total  monthly 

Percent  of 

cost  standard 

full  need  met 

for  basic 

by  maximum 

needs 

payment  to 
recipient 

$117.  85 

63.6 

($75.  00) 

221.  00 

49.8 

(110.  00) 

107.00 

79.4 

(85.  00) 

83.00 

88.0 

(73.  00) 

104.00 

96.2 

(100.  00) 

111.00 

63.1 

(70.  00) 

81. 10 

86.3 

(70.  00) 

107.00 

65.4 

(70.  00) 

84.00 

94.8 

(79.  63) 

123.00 

66.7 

(82.  00) 

108.  00 

83.3 

(90.  00) 

96.  20 

73.8 

(71.  00) 

90.  32 

55.4 

(50.  00) 

89.00 

78.7 

(70.  00) 

98.50 

76.1 

(75.  00) 

107.00 

9L1 

(97.  50) 

75.  55 

92.7 

(70.  00) 

101.90 

99.0 

(100.  90) 

78.00 

96.2 

(75.  00) 

100.  75 

81.4 

(82.  00) 

117.  00 

68.4 

(80.  00) 

62.  69 

85.0 

(53. 29) 

99. 30 

75.5 

(75.  GO) 

132.00 

75.8 

(100. 00) 

(3)  "The  Federal  Old-Age  Assistance  Act  allows- the  States  to  provide 
special  incentives  to  encourage  older  persons  on  welfare  to  seek  employ- 
ment. But  almost  half  the  States  have  not  taken  advantage  of  this  pro- 
vision." 

Twenty-six  States  have  made  some  provision  for  exempting  earn- 
ings: Persons  65  years  and  older  can  keep  a  maximum  of  $50  of  the 
first  $80  earned  per  month  without  having  their  assistance  checks 
reduced. 


1  In  addition,  three  States  have  maxunums  that  do  not  exceed  basic  needs  by  as  much  as  $12  and  thus 
cannot  meet  most  special  needs  (Colorado,  New  Hampshire,  Oklahoma) . 
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Above  provision  in  effect  in  12  States:^ 

Arkansas  Georgia  Massachusetts 

California  Hawaii  Ohio 

Delaware  Kentucky  Oklahoma 

Florida  Louisiana  Wisconsin 

Optional  provision  in  effect  (can  keep  a  maximum  of  $30  of  the  first 
$50  earned  per  month  without  having  their  assistance  checks  reduced) : 
14  States:  2 

Illinois  Nevada  Vermont 

Kansas  New  Hampshire  Virginia  (disregards 

Maryland  North  Dakota  only    first    $10  a 

Missouri  Oregon  month) 

Montana  Pennsylvania  Washington 

Nebraska 

(4)  ''To  make  vitally  needed  changes  in  public  assistance  laws,  I 
recommend  legislation  to  provided  that — 

''State  welfare  agencies  be  required  to  raise  cash  payments  to 
welfare  recipients  to  the  level  the  State  itself  sets  as  the  minimum  for 
subsistence;" 

The  States  listed  previously  (in  item  2)  would  have  to  remove 
their  limitations  on  payments  and/or  eliminate  percentage  reduc- 
tions which  have  been  applied  to  assistance  payments. 

(5)  "State  agencies  be  required  to  bring  these  minimum  standards  up  to 
date  annually:" 

About  half  the  StateS'  have  updated  their  minimum  standards 
this  year — but  do  not  do  so  annually. 

(6)  "Each  State  maintain  its  welfare  subsistence  standards  at  not  less 
than  two-thirds  the  level  set  for  medical  assistance:" 

For  example,  if  an  aged  person  living  alone  on  an  income  of 
$2,400  a  year  would  be  eligible  for  coverage  under  the  State's 
medical  assistance  program,  the  State's  standard  for  public 
assistance  payments  to  aged  persons  living  alone  would  have 
to  be  at  least  $1,600  a  year  (two-thirds  of  $2,400). 

(7)  "State  welfare  programs  be  required  to  establish  a  work-incentive 
provision  for  old-age  assistance  recipients:" 

Twenty-six  States  do  make  such  a  provision  for  old-age  assist- 
ance recipients.    (See  item  3,  above.) 

21.  Child  Welfare  Services 

Children  are  among  the  most  tragic  victims  of  the  tensions  of 
modern  life.  An  estimated  10,000  are  brutally  mistreated — some  even 
killed — by  parents  each  year.  Thousands  of  others  are  being  reared 
in  broken  homes  in  which  they  receive  too  little  care  because  parents 
are  mentally  ill  or  retarded,  or  in  trouble  themselves. 

Over  one-half  million  children  benefit  each  year  from  the  services  of 
professional  child  welfare  workers  with  public  agancies.  Whenever 
possible,  these  workers  enable  children  to  stay  in  their  own  homes. 
They  do  this  by  counseling  families  on  their  problems,  arranging  for 
visiting  housekeepers,  training  mothers  in  homemaking  and  child 
rearing,  providing  day  care  for  children  whose  mothers  must  work,  and 
in  other  ways. 

2  As  reported  Sept.  30, 1966. 
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When  home  care  is  impossible,  child  welfare  workers  arrange  for 
foster  or  adoptive  homes.  The}^  arrange  special  care  for  physically 
and  mentally  handicapped  children,  and  help  youngsters  who  have 
been  discharged  from  institutions. 

The  problem 

There  are  not  enough  child  welfare  services  to  meet  the  need: 
Children  in  more  than  1,000  counties  have  no  child  welfare 

services  available;  other  counties  have  too  few  workers. 

In  some  large  cities,  abandoned  babies  remain  in  hospitals 

because  of  the  lack  of  home-finding  services. 

Many  children  are  in  institutions  only  because  there  is  no  one 

to  locate  their  parents  or  find  suitable  foster  homes. 

Legislative  proposal 

The  President's  proposal  would  authorize  the  Federal  Government 
to  pay  States  75  percent  of  the  cost  of  employing  and  training  addition- 
al child  welfare  personnel,  the  same  percentage  it  now  pays  for  public 
assistance  services  in  public  welfare  agencies.  The  additional  Federal 
aid  would  enable  States  and  communities  to  provide  more  help  to 
more  children  who  need  better  care  and  protection. 

22.  National  Dental  Health  Program  for  Children 

Background  and  purpose 

Dental  decay  attacks  97  percent  of  the  children  in  this  country  by 
age  5  or  6.  By  age  15,  the  average  child  has  11  permanent  teeth 
damaged  or  destroyed.  Periodontal  disease,  which  usually  begins  in 
childhood,  becomes  the  major  oral  health  problem  and  the  principal 
cause  of  tooth  loss  in  adults. 

Of  all  children  between  the  ages  of  5  and  14,  45  percent  have  never 
seen  a  dentist.  Among  poor  children,  this  figure  is  65  percent;  among 
nonwhite  children,  more  than  70  percent.  Poor  children  have  five 
times  as  many  decayed  teeth  as  children  from  well-to-do  families. 

Because  these  conditions  have  cumulative  destructive  effects,  the 
only  hope  of  solving  the  national  dental  problem  lies  in  preventing 
and  treating  dental  diseases  during  childhood,  when  they  are  most 
effectively  managed. 

A  full-scale  dental  program  for  children  could  prevent  a  repetition 
of  the  current  pattern  of  neglect  and  within  a  generation  could  reduce 
the  dental  problem  to  manageable  proportions.  However,  the  critical 
shortage  of  dentists  makes  it  impossible  to  establish  a  full-scale 
program  immediately.  To  meet  the  need,  the  Nation  Avill  need  to 
develop  new  systems  of  dental  care  and  to  train  large  numbers  of 
auxiliary  dental  personnel  to  assist  dentists. 

The  program 

The  proposed  dental  health  program  will  emphasize  several  activi- 
ties: a  pilot  program  of  dental  care  for  needy  children,  training  of 
auxiliary  dental  manpower,  model  dental  clinics,  and  expanded 
research. 

As  a  prelude  to  a  full-scale  national  program,  a  5-year  pilot  program 
will  be  conducted.  This  program,  beginning  in  1968,  will  provide 
dental  care  for  100,000  needy  first-grade  children  in  10  selected 
communities  and  will  continue  to  provide  them  with  care  over  a 
5-year  period.  The  program  will  demonstrate  the  effectiveness  of 
continued  care  beginning  at  an  early  age.  It  will  provide  information 
on  the  incidence  of  dental  diseases;  the  dental  manpower  required  for 
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initial  care  as  compared  with  maintenance  care;  and  the  costs  of 
providing  such  care.  An  important  aspect  of  the  program  will  be 
the  provision  of  opportunities  to  train  dental  auxiliaries  of  all  types 
and  to  develop  improved  training  methods. 

The  purpose  of  the  model  dental  clinics  to  be  developed  will  be  to 
explore  the  possibiHties  of  expanding  community  dental  care. 

The  expanded  research  in  dental  care  will  emphasize  all  aspects  of 
applied  research,  including  new  types  of  materials  and  equipment, 
new  types  of  services  in  the  delivery  of  dental  care,  and  dental  health 
education  for  the  public. 

The  total  cost  of  the  proposed  program  is  estimated  at  $5  million 
for  the  first  year. 

23.  Expanded  Comprehensive  Health  Service  Programs  For 
Children  in  Low-Income  Areas 

Background 

One- third  of  the  preschool  children  who  need  treatment  for  eye 
difficulties  do  not  see  a  doctor;  3  million  children  who  need  glasses 
today  do  not  have  them.  One  out  of  every  four  18-year-olds  is  re- 
jected by  Selective  Service  for  orthopedic  or  hearing  defects  that 
could  have  been  prevented  or  corrected  through  proper  medical 
attention  in  earlier  years.  Forty-five  percent  of  the  children  in  the 
United  States  between  the  ages  of  5  and  14  have  never  seen  a  dentist, 
although  tooth  decay  attacks  97  percent  of  all  children  by  age  5  or  6. 

These  and  other  conditions  affecting  children  and  youth  can  be 
prevented  or  lessened  if  they  are  detected  early  enough  and  if  treat- 
ment is  provided. 

Among  poor  children,  the  number  of  conditions  that  remain  un- 
treated is  far  greater  than  among  the  children  of  well-to-do  families. 
In  low-income  areas,  6  out  of  every  10  children  who  suffer  from  one 
or  more  chronic  conditions  are  not  receiving  any  treatment. 

Program 

Under  the  1965  Social  Security  Amendments,  a  program  of  special 
project  grants  for  comprehensive  health  care  for  preschool  and  school- 
age  children  in  low-income  areas  was  authorized.  These  grants  are 
administered  by  the  Children's  Bureau.  They  support  up  to  75 
percent  of  the  cost  of  projects  which  provide  a  broad  range  of  screen- 
ing, diagnostic,  and  preventive  health  services,  corrective  treatment, 
and  dental  health  services  for  children  and  youth  from  1  to  18  who 
live  in  low-income  areas  and  would  not  otherwise  receive  such  care 
because  of  economic  or  other  reasons. 

At  the  beginning  of  1967,  there  were  28  such  projects  serving 
children  in  low^ncome  areas  in  18  cities  and  31  counties,  located  in 
17  States  and  the  District  of  Columbia.  About  1}^  million  children 
under  18  live  in  the  deprived  areas  served  by  these  comprehensive 
health  care  projects. 

Expansion  of  services 

The  comprehensive  health  service  projects  are  having  a  marked 
beneficial  effect  in  the  areas  they  are  serving.  Appropriations  for 
this  program  were  increased  from  $15  million  in  fiscal  year  1966, 
the  first  year  of  the  program,  to  $35  million  in  fiscal  year  1967. 

In  order  to  expand  the  program  to  additional  areas — as  one  aspect 
of  the  Nation's  total  efforts  to  provide  more  adequate  health  care 
for  children — an  appropriation  of  $40  million  is  proposed  for  fiscal 
1968,  the  full  amount  authorized  in  the  present  law. 
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24.  Inckeased  Benefits  for  Children  Under  Social  Security 

At  the  beginning  of  this  year,  nearly  3.2  million  children  and  young 
people  were  receiving  child  benefits  under  social  security  because 
their  parents  are  retired,  disabled,  or  deceased.  Of  this  total,  some 
2.8  million  children  under  age  18  were  getting  about  $138  milhon  and 
another  0.4  million  young  people — full-time  students  between  the 
ages  of  18  and  22 — were  getting  about  $24  million  in  benefits. 

Under  President  Johnson's  proposal  for  a  15-percent  across-the- 
board  increase  in  social  security  benefits,  with  a  minimum  benefit 
for  a  retired  worker  of  $70,  an  additional  $350  miUion  in  benefits 
would  be  paid  to  children  and  young  people  in  the  first  full  year.  In 
addition,  the  social  security  survivorship  protection  that  is  now  avail- 
able to  more  than  95  out  of  100  mothers  and  young  children  in  the 
event  of  the  family  breadwinner's  death  would  be  substantially 
increased.  This  survivorship  protection  would  be  increased  not  only 
because  of  the  general  benefit  increase  but  also  because,  under  the 
proposed  increases  in  the  amount  of  annual  earnings  that  is  counted 
for  social  security  contributions  and  for  benefits,  higher  benefits 
based  on  higher  earnings  would  be  payable  to  the  survivors  of  current 
workers  who  earn  more  than  $6,600,  the  maximum  amount  that  can 
be  counted  for  benefits  under  present  law. 

President  Johnson  has  also  recommended  two  changes  in  the  law 
which  would  provide  social  security  benefits  for  children  who  are  not 
now  eligible  for  them.  Under  one  of  these  proposed  amendments, 
children  who  were  dependent  on  workers  other  than  their  parents — 
their  grandparents,  for  example — would  be  able  to  qualify  for  benefits 
based  on  the  social  security  earnings  record  of  the  relative  on  whom 
they  were  dependent.  Benefits  would  be  payable  to  a  child  on  the 
earnings  record  of  a  worker  other  than  his  parent  if  the  child  was 
related  to  the  worker  and  the  child  had  been  living  with  and  supported 
by  the  worker. 

Under  the  other  proposed  change,  benefits  would  be  payable  on  a 
deceased  worker's  earnings  record  to  a  child  adopted  by  the  surviving 
spouse  if,  before  the  worker's  death,  adoption  proceedings  had  been 
initiated  or  the  child  had  been  placed  in  the  worker's  home  for  adoption 
but  the  actual  adoption  was  not  completed  within  2  years  after  his 
death.  Under  the  present  law,  benefits  can  only  be  paid  if  the  child 
is  adopted  by  the  surviving  spouse  within  2  years  after  the  worker's 
death. 

These  two  proposed  amendments  to  the  social  security  law  would 
result  in  the  payment  of  $10  million  in  benefits  in  the  first  ysar  to 
15,000  children  who  cannot  now  receive  them. 

25.  Pilot  Projects  To  Find  and  Test  Improved  Methods  of 

Meeting  Health  Needs  of  Children 

Background 

To  bring  the  full  benefits  of  health  and  medical  care  to  all  children, 
imder  present  procedures,  would  overtax  not  only  the  existing  supply 
of  health  and  medical  personnel  but  aU  who  could  conceivably  by 
trained  by  traditional  methods. 

Consequently,  ways  must  be  foimd  to  use  skilled  personnel  more 
effectively  and  to  train  them  more  rapidly. 

Proposals 

In  the  pilot  projects  proposed  by  the  President,  there  would  be  an 
opportunity  to  devise,  test,  and  evaluate  various  ways  of  enabling  the 
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supply  of  health  personnel  to  meet  the  increased  demand  that  would 
result  if  all  children  were  provided  with  optimum  health  care  and 
medical  treatment  and  if  adequate  prenatal  care  were  insured  so  that 
every  child  would  have  the  best  possible  opportunity  of  being  born 
healthy. 

Systems  for  delivering  health  services:  team  combinations  of  pedia- 
tricians, nurses,  and  auxiliary  staff;  specialized  training  to  equip 
nurses  and  others  for  duties  they  do  not  customarily  perform — these 
are  illustrative  of  approaches  that  would  be  developed  and  evaluated. 

From  these  projects  should  come  practical  measures  which  can  be 
used  in  communities  throughout  the  Nation  to  obtain  the  manpower 
they  need  and  to  use  this  manpower  in  ways  that  will  assure  that 
every  American  child  will  grow  up  with  the  full  measure  of  health 
that  medical  science  can  offer. 

Estimated  cost  of  the  pilot  projects  is  $10  million. 

In  addition,  it  is  proposed  that  $3  million  be  added  to  other  health 
professions  educational  assistance  programs  in  order  to  aid  the  Na- 
tion's medical  schools  to  train  more  obstetricians,  pediatricians,  and 
family  physicians  and  to  assist  in  the  training  of  other  health  person- 
nel for  services  to  children. 

26.  Work  Incentive  Program 

Present  law 

Under  1965  legislation  States  can  permit  children  to  earn  up  to  $50 
a  month  per  child  (but  not  more  than  $150  a  month  by  the  children 
in  any  one  family)  without  having  the  family's  public  assistance 
check  reduced.  However,  no  such  allowance  can  now  be  made  for 
the  earnings  of  adults. 

Under  the  legislation,  19  States  and  the  District  of  Columbia  do  not 
reduce  this  family's  assistance  check  when  children  earn  small  sums  of 
money.    These  States  are: 

Arkansas  ^  Hawaii  Massachusetts 

California  Illinois  Ohio 

Colorado  Kentucky  Oklahoma 

Delaware  Louisiana  South  Dakota 

Florida  Maine  Vermont  

Georgia  Maryland  Virginia 

Wisconsin 

1  Maximum  of  $85  on  earnings  of  children  in  one  family.  l_  ji; 
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Proposed  law 

The  President's  proposal  would  allow  adults  or  children  in  these 
families  to  earn  a  maximum  of  $50  a  month  each,  and  permit  a  com- 
bined family  earnings  total  of  $150  a  month,  with  no  reduction  in  the 
assistance  check.  The  estimated  Federal  cost  of  the  proposal  is  $25 
million  for  1968. 

27.  Finding  and  Treating  Health  Problems  of  Needy  Children 
Under  Medical  Assistance  (Title  XIX)  Program 

Background 

Twenty-five  States  are  now  operating  approved  medical  assistance 
programs  under  title  XIX  of  the  Social  Security  Act  which  was 
included  in  the  1965  Social  Security  Amendments. 

Of  these  25  States,  eight  limit  their  benefits  to  children  whose 
famihes  receive  public  assistance;  17  States  also  include  children  in 
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other  low-income  families  provided  a  parent  is  dead,  disabiea,  or 
absent;  11  of  the  25  States  will  also  pay  for  medical  care  for  any 
child  whose  parents  cannot  afford  to  pay  for  the  treatment  he  needs. 

All  States  vdth  title  XIX  programs  must,  by  July  1,  1967,  pay  for 
four  types  of  services  for  children:  hospitaHzation,  outpatient  hospital 
care,  physicians'  services,  and  laboratory  tests  and  X-rays.  Most  of 
the  States  cover  some  additional  medical  needs  since,  under  this 
program,  services  provided  to  the  aged  must  also  be  available  to 
children. 

Although  only  seven  States  specifically  provide  for  preventive  care, 
which  could  cover  periodic  health  examinations  and  the  correction  of 
any  handicapping  conditions  found,  it  is  probable  that  some  other 
States  include  this  under  their  present  plans.  In  general,  however, 
States  tend  to  pay  only  for  treatment  of  conditions  that  are  of  such 
concern  to  the  parents  that  they  are  actively  seeking  medical  attention 
for  the  child.  It  is  indicative  of  the  limitations  of  present  services 
that,  even  under  title  XIX,  only  16  of  the  25  States  with  title  XIX 
programs  wiU  pay  for  eyeglasses  and  only  20  ^viU  pay  for  dental  care. 

Inadequacy  oj  'present  expenditures  for  medical  assistance  for  needy 
children 

Families  with  dependent  children  comprise  over  half  the  people  who 
receive  public  assistance,  but  only  a  smaU  proportion  of  the  public 
assistance  funds  spent  for  medical  care  have  benefited  these  families. 

In  calendar  year  1965,  the  year  before  title  XIX  went  into  effect, 
almost  $1K  billion  in  State  and  Federal  funds  (including  $602  million 
in  Federal  funds)  went  for  medical  care.  However,  only  about  $165 
million  of  this  amount  (including  $16K  million  in  Federal  funds)  went 
into  the  program  of  aid  to  families  with  dependent  children  (AFDC) 
which  served  more  than  1.1  million  needy  families  with  about  3.3 
million  children.  In  other  words,  while  families  receiving  public 
assistance  under  the  AFDC  program  comprised  over  50  percent  of  all 
public  assistance  recipients,  only  11  percent  of  the  public  assistance 
funds  spent  for  medical  care  benefited  these  children  and  their  parents. 

As  recently  as  September  1966,  four  States  (Arizona,  Delaware, 
Mississippi,  and  South  Carolina)  made  no  provision  for  medical  care 
for  dependent  children. 

Proposals 

To  help  meet  the  medical  needs  of  children  of  low-income  families 
more  adequately  in  fiscal  year  1968,  it  is  estimated  that  $221  million 
will  be  made  available  as  the  Federal  share  of  title  XIX  programs  that 
will  be  used  for  children.  The  availability  of  these  Federal  funds  is 
expected  to  generate  total  expenditures  of  approximately  $417  million 
in  Federal,  State,  and  local  funds  for  this  purpose. 

In  addition,  it  is  proposed  that  title  XIX  be  amended  to  require, 
effective  July  1,  1969,  that  States  operating  title  XIX  programs 
provide  early  and  periodic  screening  of  infants  and  children,  and 
treatment  and  care  for  defects  and  chronic  conditions  found. 

These  steps — together  with  the  proposed  increase  of  $15  million 
in  the  authorization  for  ''Crippled  Children's  Services"  and  the 
requirement,  effective  July  1,  1967,  that  such  services  include  periodic 
screening  and  diagnosis — will  greatly  strengthen  the  Nation's  pro- 
gram to  assure  the  good  health  of  children  and  the  early  identification 
and  treatment  of  defects  and  chronic  conditions. 
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